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3URJUHVVLYH JOREDOL]DWLRQ KDV FUHDWHG D QHZ LQWHUQDWLRQDO HQYLURQPHQW IRU 60(
H[SRUWV IURP GHYHORSLQJ FRXQWULHV 7KH SURFHVV RIZRUOG HFRQRPLF LQWHJUDWLRQ KDV
LQYROYHG D EURDGHQLQJ DQG GHHSHQLQJ RI LQWHUUHODWLRQVKLSV EHWZHHQ LQWHUQDWLRQDO
WUDGH DQG IRUHLJQ LQYHVWPHQW IORZV 6HYHUDO LQIOXHQFHV ± IDOOLQJ WUDGH EDUULHUV
LQFUHDVLQJWHFKQRORJLFDOSURJUHVVPLJUDWLRQRIWHFKQLFDODQGSURIHVVLRQDOPDQSRZHU
DQGKLJKO\PRELOHPXOWLQDWLRQDOFRUSRUDWLRQV01&VVHHNLQJRXWQHZLQYHVWPHQWV±
KDYH FRPELQHG WR GULYH JOREDOL]DWLRQ 7KH HQG UHVXOW KDV EHHQ WKH FUHDWLRQ RI DQ
LQWHUQDWLRQDOPDUNHWSODFH IRU JRRGV DQG VHUYLFHV WKDW VHHPV LQGLIIHUHQW WR QDWLRQDO
ERUGHUVDQGVWDWHUHJXODWLRQ

60(V SOD\ DQ LPSRUWDQW UROH LQ HFRQRPLF JURZWK DQG GHYHORSPHQW ,Q WKLVZD\
JOREDOL]DWLRQ DQG WUDGH OLEHUDOL]DWLRQ KDYH XVKHUHG LQ QHZ RSSRUWXQLWLHV DVZHOO DV
FKDOOHQJHV IRU 60(V2QO\ D VPDOO SDUW RI WKH 60( VHFWRU LV DEOH WR LGHQWLI\ DQG
H[SORLW WKHVH RSSRUWXQLWLHV DQG GHDOZLWK WKH FKDOOHQJHV 7KHPDMRULW\ RI 60(V LQ
GHYHORSLQJ DQG WUDQVLWLRQ FRXQWULHV  KDV EHHQ  OHVV DEOH RU XQDEOH WR H[SORLW WKH
EHQHILWVRIJOREDOL]DWLRQDQGWRDGGWRWKHVLWXDWLRQDUHIUHTXHQWO\XQGHUSUHVVXUHRQ
WKH ORFDORUGRPHVWLFPDUNHWV IURPFKHDSHU LPSRUWVDQGIRUHLJQ FRPSHWLWLRQ0DQ\
WUDQVLWLRQ DQG GHYHORSLQJ FRXQWULHV LQ SDUWLFXODU IDFH D QHHG WR SURPRWH DQG
VWUHQJWKHQ WKH ORQJ WHUPGHYHORSPHQWRI WKH60(VHFWRUZKLFK UHTXLUHV DFFHVV WR
PDUNHW RSSRUWXQLWLHV DV ZHOO DV WR QHZ WHFKQRORJ\ DQG PDQDJHPHQW NQRZKRZ
RIWHQLQDVLWXDWLRQRIFRQVLGHUDEOHUHVRXUFHVFDUFLW\

60(V DUH DQ LPSRUWDQW VRXUFH RI H[SRUW UHYHQXHV LQ GHYHORSLQJ HFRQRPLHV $Q
LQWHUHVWLQJ REVHUYDWLRQ LV WKDW 60(V FRQWULEXWH D ODUJHU VKDUH RI PDQXIDFWXUHG
H[SRUWV DQG VXSSRUW WKH LQWXLWLYH XQGHUVWDQGLQJ WKDWPHGLXPVL]HG HQWHUSULVHV KDYH
KLJKHUH[SRUWSRWHQWLDOWKDQVPDOOHQWHUSULVHVZLWKXSWRHPSOR\HHV$\\DJDULHW
DO7KHVHPHDQVWKDWSROLFLHVIRUWKHSURPRWLRQRI60(H[SRUWSRWHQWLDODQG
60( H[SRUWV PXVW EH WDUJHWHG 60(V FRQWULEXWH WR HPSOR\PHQW DQG LQFRPH
JHQHUDWLRQ DV H[SRUW UHYHQXHV WRR +RZHYHU LQ RUGHU WR WDS LQWR WKH SRWHQWLDO RI
ϱ

60(V IRU GHYHORSPHQW DQG SRYHUW\ UHGXFWLRQ WUDQVLWLRQ DQG GHYHORSLQJ FRXQWU\
JRYHUQPHQWVGHYHORSPHQWSDUWQHUVDQG60(VWKHPVHOYHVQHHGWRDGGUHVVDQXPEHU
RI FKDOOHQJHV 7KLV XQGHUOLQHV WKH HVVHQWLDO PHDQLQJ RI D FUHDWLRQ RI QHZ DQG
LQQRYDWLYHILUPVDQGJUDGXDWLRQRIDVPDQ\LQIRUPDOHQWHUSULVHVDVSRVVLEOHLQWRWKH
IRUPDO VHFWRU E 60(V KDYH WR EHFRPHPRUH FRPSHWLWLYH DQG SURGXFWLYH DW WKHLU
KRPHEDVHDQGF60(VKDYHWRDFKLHYHDOHYHORIFRPSHWLWLYHQHVVWKDWZLOOHQDEOH
WKHP WR LQWHJUDWH LQWR WKH JOREDO YDOXH FKDLQV WKURXJK WUDGH H[SRUWV DQG
LQWHUQDWLRQDOL]DWLRQDQGLQYHVWPHQWLQFOXGLQJOLQNDJHVZLWK)',%DGULQDWK
7KHVH FKDOOHQJHV EHFRPH PRUH FRPSOH[ DV JOREDOL]DWLRQ SURFHHGV EHFDXVH
JOREDOL]DWLRQKDVWKHSRWHQWLDOWRRSHQXSDFFHVVWRQHZPDUNHWVWHFKQRORJLHVVNLOOV
DQGFDSLWDOIRU60(V,IZHFRQQHFWWKLVZLWKWKHHIIRUWRIHFRQRPLFLQWHJUDWLRQWKLV







&KDOOHQJHV IRU 60(V GHYHORSPHQW DUH PXOWLGLPHQVLRQDO $V WUDGH EDUULHUV
WUDQVSRUWDQGFRPPXQLFDWLRQFRVWVIDOO60(VDUHUHTXLUHGWRDGGPRUHYDOXHWRWKHLU
SURGXFWV WR VWD\ DKHDG  DQG FRPSHWH ZLWK ORZHU FRVW ULYDOV &RQVXPHU GHPDQG LV
FKDQJLQJ UDSLGO\ DV LQFRPHV ULVH DQG FKRLFHV LQFUHDVH ZKHQ LPSRUWHG SURGXFWV
EHFRPH HDVLO\ DYDLODEOH LQ GRPHVWLF PDUNHWV 7HFKQRORJLFDO DGYDQFHV FUHDWH QHZ
SURGXFWVDQGWUDQVIRUPDOPRVWHYHU\VWDJHRIEXVLQHVVIURPSURGXFWLRQWRPDUNHWLQJ
VRXUFLQJ DQG ORJLVWLFV 1HZ UXOHV LQWURGXFHG WKURXJK WKHPXOWLODWHUDO WUDGH V\VWHP
DQGIRUHLJQEX\HUVUHTXLUH60(VWRFRPSO\ZLWKKLJKHUWHFKQLFDOHQYLURQPHQWDODQG
ODERUVWDQGDUGVLQGRPHVWLFDQGH[SRUWPDUNHWV0HWFDOIHWDO0XOWLQDWLRQDO
HQWHUSULVHV VHHNLQJ RXW QHZ PDUNHWV DQG  LQYHVWPHQWV RIIHU FDSDEOH 60(V  WKH












x WKH DELOLW\ WR LQQRYDWH WR LPSURYH WHFKQRORJ\ DQG RUJDQL]DWLRQ DQG WKXV
LPSURYHHIILFLHQF\DQGHIIHFWLYHQHVV













RWKHU ILUPVPDNLQJ XVH RI WHFKQRORJ\ LQVWLWXWLRQV DQG RWKHU EXVLQHVV VHUYLFHV DQG
DFWLYHO\ VHHNLQJ IRUHLJQ EX\HUV DQG PDUNHWLQJ DJHQWV :LJQDUDMD  60(
GHYHORSPHQW VWUDWHJLHVZLOOQHFHVVDULO\EHFRXQWU\VSHFLILF(DFKFRXQWU\ZLOOKDYH
LWV RZQ FKDOOHQJHV RSSRUWXQLWLHV DQG SULRULWLHV IRU FKDQJH5HVRXUFHV DYDLODEOH IRU
LPSOHPHQWDWLRQZLOOYDU\E\FRXQWU\VRWKDWUHVXOWVDFKLHYHGZLOODOVREHGLIIHUHQW
1RWZLWKVWDQGLQJ VXFK VSHFLILFLW\ SDVW DQG SUHVHQW H[SHULHQFHV DQG SUDFWLFHV RI
GHYHORSHG FRXQWULHV RIIHU D PHQX RI OHVVRQV DQG EHVW SUDFWLFHV IRU WUDQVLWLRQ DQG






WKH DELOLW\ RI JRYHUQPHQWV WR LPSOHPHQW VRXQG PDFURHFRQRPLF SROLFLHV WKH






x ,QYHVWPHQWV LQ SK\VLFDO LQIUDVWUXFWXUH DQG EXVLQHVV VHUYLFHV DQG WKH
LPSOHPHQWDWLRQ FDSDFLW\ RI SROLF\ PDNHUV ORFDO OHYHO DGPLQLVWUDWRUV DQG VXSSRUW
VWUXFWXUHV GHWHUPLQH VXFFHVV &RQWLQXHG GLDORJXH DQG SDUWQHUVKLSV EHWZHHQ
VWDNHKROGHUV LQWR LPSOHPHQWDWLRQ DQG UHYLHZ RI VXSSRUWLYH PHDVXUHV SDUWLFXODUO\






)', KDV EHHQ VHHQ WR EH WKH SUHVHUYH RI ODUJH ILUPV ERWK LQ GHYHORSHG DQG
GHYHORSLQJ FRXQWULHV 7KHUH LV HYLGHQFH WKDW D JURZLQJ QXPEHU RI PHGLXP VL]HG
ILUPV LQSDUWLFXODU DUH LQWHUQDWLRQDOLVLQJ WKHLURSHUDWLRQVDVD VWUDWHJLF UHVSRQVH WR




7KLV UHIOHFWV WKH IDFW WKDW JOREDOLVDWLRQ LV QRW H[FOXVLYHO\ D PXOWLQDWLRQDO RU ODUJH
ILUP LVVXH DV D JURZLQJ QXPEHU RI 60(V DUH ORRNLQJ WR H[SDQG WKHLU PDUNHWV
LQWHUQDWLRQDOO\ ,Q JHQHUDO 60( LQWHUQDWLRQDOLVDWLRQ LV JUHDWHU LQ VPDOOHU RSHQ
HFRQRPLHV DQG OHVV LQ ODUJHU HFRQRPLHV2QH RI WKH EHVW H[DPSOHV LV ,WDO\ZKHUH
RIH[SRUWVDUHFRQWULEXWHGE\60(V0HJKDQDHWDO,QDGGLWLRQVXSSO\
FKDLQV LQ VHFWRUV VXFK DV ³KLJKWHFK´ DQG FRPSRQHQWPDQXIDFWXULQJ DUH EHFRPLQJ





FRPSDULVRQ ZLWK )', E\ ODUJHU ILUPV ZLWK SRWHQWLDO SRVLWLYH LPSOLFDWLRQV IRU
GHVWLQDWLRQHFRQRPLHV)RUH[DPSOHDVXUYH\RI60(VLQYROYHGLQ)',VKRZHGWKDW




DWWUDFWLYH IRU D IRUHLJQ LQYHVWLQJ 60( WR ZRUN ZLWK DQ H[LVWLQJ ILUP UDWKHU WKDQ
VWDUWLQJIURPVFUDWFKZLWKDJUHHQILHOGLQYHVWPHQWZLWKSRVLWLYHLPSOLFDWLRQVIRUWKH
ORFDO60( LQ WHUPVRI VSLOORYHU HIIHFWV7KHUH LV DOVR WKHSKHQRPHQRQRIPHGLXP







HQFRXUDJLQJ WKHLU H[LVWLQJ VXSSOLHUV WR EHFRPH JOREDO SOD\HUV 01(V FDQ KHOS WR
UDLVH WKH HQWU\ EDUULHUV IRU ORFDO 60(V DV SRWHQWLDO VXSSOLHUV DW OHDVW LQ WKH VKRUW
WHUP7KHUH LV HYLGHQFH WKDWZKHQ60(V LQYHVW DEURDG LQGHSHQGHQWO\ WKH\ WHQG WR
















$Q DGGLWLRQDO VRXUFH RI FDSLWDO LV FOHDUO\ LPSRUWDQW LQ FRXQWULHV ZKHUH ILQDQFLDO





LQ GHYHORSLQJ FRXQWULHV DSSHDU WREHPDLQO\ LQGLUHFWRFFXUULQJPRUH DV D UHVXOWRI
JRYHUQPHQW SROLFLHV VHHNLQJ WR DWWUDFW )', WKURXJK HQKDQFHG KXPDQ FDSLWDO WKDQ
GLUHFWO\IURP01(VWKHPVHOYHV+RZHYHUKXPDQFDSLWDOVSLOORYHUVFDQRFFXUZKHUH
)', LQYROYHV WKH DFTXLVLWLRQ RI D ORFDO ILUP E\ D IRUHLJQ FRPSDQ\ $V FDSLWDO
LQYHVWPHQWRIWHQIROORZVDFTXLVLWLRQLQVXFKFDVHVLQRUGHUWRXSJUDGHHTXLSPHQWDQG
PDFKLQHU\ PDQ\ HPSOR\HHV DUH OLNHO\ WR UHTXLUH WUDLQLQJ 0RUHRYHU LQGLJHQRXV
PDQDJHUV DUH OLNHO\ WR HQKDQFH WKHLU NQRZOHGJH WKURXJK LQWHUDFWLRQ ZLWK IRUHLJQ
PDQDJHUVZLWKVRPHSRVVLEO\EHQHILWLQJIURPVSHQGLQJZRUNLQJSHULRGVDEURDG





GHVWLQDWLRQ IRU LQZDUG LQYHVWPHQW 7KLV ZDV DFKLHYHG WKURXJK D FRPELQDWLRQ RI
HVWDEOLVKLQJ D FRQVLVWHQW SROLF\ IUDPHZRUN RIIHULQJ D GHJUHH RI SUHGLFWDELOLW\ IRU
IRUHLJQLQYHVWRUVDQGDQDFWLYHSURPRWLRQSURJUDPPHWRDWWUDFW)',2(&'
,Q WKLV FRQWH[W LW LV DOUHDG\ NQRZQ WKDW LQ ,UHODQG WKH ,ULVK ILUPV IRFXVHG RQ
LQWHUQDWLRQDO VXSSO\RSSRUWXQLWLHVZKLFKFRLQFLGHGZLWK WKH HVWDEOLVKPHQWRI DQHZ
DJHQF\ LH (QWHUSULVH ,UHODQG 1LOJQ  (QWHUSULVH ,UHODQG ZRUNV ZLWK
LQGLJHQRXV LQGXVWU\ WR LPSURYH VDOHV H[SRUW DQG SURILWDELOLW\ WKURXJK D UDQJH RI
VXSSRUW SURJUDPPHV ZLWK D ZRUOGZLGH QHWZRUN RI RIILFHV SURYLGLQJ D UHVRXUFH
WKURXJK ZKLFK LQWHUQDWLRQDO VXSSO\ RSSRUWXQLWLHV FDQ EH LGHQWLILHG $ORQJVLGH WKH
FKDQJHV LQ PXOWLQDWLRQDO LQYHVWPHQW WKH LQGLJHQRXV ,ULVK VHFWRU KDV PDWXUHG
FRQVLGHUDEO\ZLWKWKHHPHUJHQFHRIVRPH,ULVK01(VZKLFKKDVOHGWRDQHZUROH
















SRWHQWLDO PHDQV RI JURZLQJ DQG GLYHUVLI\LQJ WKH 60( EDVH DQG DFKLHYLQJ JUHDWHU













,QGHYHORSHGFRXQWULHV WKHPDLQSROLF\FKDQJHVUHTXLUHGWR LQFUHDVH WKHHFRQRPLF
GHYHORSPHQW EHQHILWV RI )', QHHG WR EHPDGH LQ KRVW FRXQWULHV 7KH H[WHQW RI WKH
PDUNHWRSSRUWXQLWLHVIRU60(H[SRUWHUVIURPWUDQVLWLRQDQGGHYHORSLQJFRXQWULHVLQ
WKHLU PDUNHWV FRXOG EH DIIHFWHG *ULOR DQG 7KXULN  0RVW JRYHUQPHQWV LQ
PDWXUHPDUNHWHFRQRPLHVKDYHEHHQLQYROYHGLQH[SRUWSURPRWLRQDFWLYLW\IRUVRPH
\HDUV UHFRJQLVLQJ WKH SRWHQWLDO ZHOIDUH JDLQV IRU WKH HFRQRP\ DV D ZKROH RI
LQFUHDVLQJIRUHLJQHDUQLQJV
,Q WUDQVLWLRQ DQG GHYHORSLQJ FRXWULHV WKH GHYHORSPHQW RI )',60( FRQQHFWLRQ
ZRXOGEHDVVLVWHGLIWKHSURYLVLRQRIVXSSRUWIRUWKHLQWHUQDWLRQDOLVDWLRQRIGRPHVWLF
ILUPVLQGHYHORSHGFRXQWULHVLQFOXGHGFRRSHUDWLRQZLWKEXVLQHVVVXSSRUWDJHQFLHVLQ
WUDQVLWLRQ DQG GHYHORSLQJ FRXQWULHV 7KLV FRXOG KHOS WR IDFLOLWDWH SDUWQHU VHDUFKLQJ
DQG DVVLVWLQJ ILUPV WR SUHSDUH WR FRRSHUDWH ZLWK ORFDO VXSSOLHUV LQFOXGLQJ UDLVLQJ
DZDUHQHVVDQGXQGHUVWDQGLQJRIWKHORFDOEXVLQHVVFXOWXUHSODQQLQJIRUFRRSHUDWLRQ
DQGWUDLQLQJPDQDJHPHQWDQGNH\VWDII






HPEUDFH LV FRUSRUDWH VRFLDO UHVSRQVLELOLW\ DQG LWV LPSOLFDWLRQV IRU VXSSO\ FKDLQ









UHODWLRQVKLSQHHG WR EHPXOWLGLPHQVLRQDO 7KDW LV WKH UHDVRQZK\ SROLF\PDNHUV LQ
WUDQVLWLRQDQGGHYHORSLQJFRXQWULHVSD\DWWHQWLRQWRWKHEURDGHUEXVLQHVVHQYLURQPHQW
WKDW DIIHFWV ERWK 60( GHYHORSPHQW DQG WKHLU DELOLW\ WR DWWUDFW )',$OVR WKH\ SD\
DWWHQWLRQRQPDNLQJ60(VPRUHDWWUDFWLYHDVEXVLQHVVSDUWQHUVIRULQZDUGLQYHVWLQJ
HQWHUSULVHV7KHLUV WKLUG DLP LV FUHDWLRQ D VWUDWHJ\ IRU HQFRXUDJLQJ WKLV W\SH RI FR
RSHUDWLRQ ,Q WKLV FRQWH[W WKHUH LV QHHG WR LPSOHPHQW UHIRUPV IRU LQFUHDVLQJ
PDFURHFRQRPLF VWDELOLW\ GHPRFUDF\ DQG D FRPPLWPHQW WR HFRQRPLF UHIRUPV
$QRWKHULPSRUWDQWLVVXHLVWKHLPSRUWDQFHRIKLJKSURILOHSXEOLFLW\HIIRUWVDLPHGDW
LQIRUPLQJ SRWHQWLDO LQYHVWRUV RI LPSURYHPHQWV LQ WKH EXVLQHVV HQYLURQPHQW 7KH
PHDQV LV WKDWSRWHQWLDO LQYHVWRUVQHHG WRKDYHDQXSWRGDWHDQGDFFXUDWHSLFWXUHRI
WKHFRQWHPSRUDU\EXVLQHVVHQYLURQPHQW
'HYHORSPHQW RI FRQQHFWLRQ EHWZHHQ )', DQG 60( DOVR VHHN D FUHDWLRQ RI D
EXVLQHVV HQYLURQPHQW WKDW LV FRQGXFLYH ERWK WR DWWUDFWLQJ )', DQG WR IDFLOLWDWLQJ
GRPHVWLF HQWUHSUHQHXUVKLS DQG 60( GHYHORSPHQW 0RUULVHW  7KLV LQFOXGHV
PHDVXUHV OLNH LPSURYHPHQWV WR WKH JHQHUDO PDFURHFRQRPLF DQG LQVWLWXWLRQDO
IUDPHZRUN WR LQFUHDVH LQVWLWXWLRQDO SUHGLFWDELOLW\ FUHDWLRQ RI D UHJXODWRU\










HFRQRP\ WR)', VXFK DVXSJUDGLQJ LQIUDVWUXFWXUH UHPRYLQJ UHVWULFWLRQVRQ FDSLWDO
IORZVDQGUHPRYLQJDQ\UHVWULFWLRQVRQLPSRUWVDQGVHFRQGO\ WKHHVWDEOLVKPHQWRI
)', SURPRWLRQ DJHQFLHV ,QWHUQDWLRQDO JRRG SUDFWLFH VXJJHVWV WKHVH VKRXOG EH DW
DUPVOHQJWK IURP JRYHUQPHQW DQG IRFXVHG RQ DWWUDFWLQJ DQG IDFLOLWDWLQJ LQZDUG
LQYHVWPHQW 7KHUH LV DOVR D UROH IRU VSHFLILF SROLFLHV DLPHG DW HQFRXUDJLQJ DQG
IDFLOLWDWLQJFRRSHUDWLRQEHWZHHQORFDO60(VDQGIRUHLJQLQYHVWRUVE\LPSURYLQJWKH





,PSURYLQJ WKH IORZ RI LQIRUPDWLRQ DERXW VXSSO\ RSSRUWXQLWLHV  LQ VRPH ZD\




GHVLJQHG WR HQFRXUDJH WKH GHYHORSPHQW RI VSLOORYHU EHQHILWV FRXOG LQFOXGH ILVFDO
LQFHQWLYHVWRHQFRXUDJHWUDLQLQJWREHSURYLGHGE\01(VIRUORFDOVWDII

*URZWK RULHQWHG VPDOO ILUPV UHSUHVHQW D SRWHQWLDOO\ UHZDUGLQJ WDUJHW JURXS IRU
FDSDFLW\ EXLOGLQJ LQLWLDWLYHV &DSDFLW\ EXLOGLQJ SURJUDPPHV VKRXOG LQFOXGH VXSSO\
FKDLQ DQG FOXVWHU LQLWLDWLYHV ZKLFK UHFRJQLVH WKH SRWHQWLDO IRU GHYHORSLQJ WLHUV RI
VXSSOLHUVWRPD[LPLVHWULFNOHGRZQHIIHFWVLQFOXGLQJWRPLFURHQWHUSULVHVDVORZHUWLHU
VXSSOLHUV 3ROLF\ PDNHUV VKRXOG ZRUN ZLWK LQZDUG LQYHVWLQJ HQWHUSULVHV GRQRU
RUJDQLVDWLRQV DQG RWKHU DSSURSULDWH LQWHUPHGLDULHV WR GHYHORS FDSDFLW\ EXLOGLQJ
SURJUDPPHVIRUORFDOSRWHQWLDO60(VXSSOLHUVLQRUGHUWRIDFLOLWDWHWKHGHYHORSPHQW
RIEDFNZDUGOLQNDJHVDQGRWKHUSRVLWLYHVSLOORYHUHIIHFWV6XFKSURJUDPPHVZLOOQHHG
WR SD\ DWWHQWLRQ WR TXDOLW\ PDQDJHPHQW WUDLQLQJ DQG PDQDJHPHQW GHYHORSPHQW
SURJUDPPHV,WLVLPSRUWDQWWRUHFRJQLVHWKDWDQXPEHURIJRYHUQPHQWVKDYHDGRSWHG
VSHFLDO SROLFLHV DQG SURJUDPPHV WR SURPRWH EX\HUVXSSOLHU UHODWLRQVKLSV EHWZHHQ












IRU VWDWH LQWHUYHQWLRQ LVRIWHQEDVHGRQGHILFLHQFLHV LQ WKHPDUNHWV IRU LQIRUPDWLRQ
DGYLFHZRUNIRUFH DQGPDQDJHPHQW WUDLQLQJ DQG ILQDQFH DV IDU DV VPDOO ILUPV DUH
FRQFHUQHG ,Q D WUDQVLWLRQ DQG GHYHORSLQJ FRQWH[W LW LV W\SLFDOO\ QHFHVVDU\ IRU
JRYHUQPHQW WR LQWHUYHQH LQ RUGHU WR FRQWULEXWH WR WKH GHYHORSPHQW RI KLJK TXDOLW\
EXVLQHVVVHUYLFHVDOWKRXJKWKHQDWXUHRIWKHLQWHUYHQWLRQVKRXOGKHOSWREXLOGPDUNHW
FDSDFLW\ LQ WKH ORQJHU WHUP DQGQRW FURZGRXW SULYDWH VHFWRU VHUYLFHSURYLGHUV$Q
H[DPSOHLVWKHXVHRIDFFUHGLWHGSULYDWHVHFWRUFRQVXOWDQWVWRGHOLYHUEXVLQHVVDGYLFH






 6WUHQJWKHQLQJ 60( &RPSHWLWLYHQHVV LQ 7UDQVLWLRQ DQG 'HYHORSLQJ
&RXQWULHV






WKH DELOLW\ WR LQQRYDWH WR LPSURYH WHFKQRORJ\ DQGRUJDQL]DWLRQ DQG WKXV LPSURYH
HIILFLHQF\DQGHIIHFWLYHQHVV





WKH SUHYDLOLQJ PDUNHWV IRU SURGXFWV ODERU DQG FDSLWDO DUH 7KH\ IXUWKHU DGG WKDW
HQWUHSUHQHXUVKLSWKHLQWURGXFWLRQRIQHZSURGXFWLYHFRPELQDWLRQVDQGLQQRYDWLRQLV
WKH GULYLQJ IRUFH WKDW FRQWLQXDOO\ FUHDWHV QHZ FRPSHWLWLYH DGYDQWDJHV DQG
RSSRUWXQLWLHVIRUSURILWDQGJURZWK
(DFKFRXQWU\ZLOOKDYH LWVRZQFKDOOHQJHVRSSRUWXQLWLHVDQGSULRULWLHV IRUFKDQJH
ZKHQ WKH TXHVWLRQ LV GHYHORSPHQW RI 60( VWUDWHJLHV 5HVRXUFHV DYDLODEOH IRU
LPSOHPHQWDWLRQZLOOYDU\E\FRXQWU\VRWKDWUHVXOWVDFKLHYHGZLOODOVREHGLIIHUHQW
)RU H[DPSOH LQ WKH V DQG PRVW RI WKH V HQWHUSULVH SROLF\ LQ (XURSHDQ
FRXQWULHV IRFXVHGRQ HPSOR\PHQW FUHDWLRQ DQG LQLWLDWLYHV VXSSRUWLQJQHZEXVLQHVV
FUHDWLRQZHUHSURPLQHQW:KLWHDQG&KDFDOWDQD7KHQHPSKDVLVFKDQJHGWR
RQH RI DFKLHYLQJ LQWHUQDWLRQDO FRPSHWLWLYHQHVV DQG SURJUDPV HQFRXUDJLQJ EXVLQHVV
JURZWKVXSSRUWIRUWHFKQRORJ\EDVHGEXVLQHVVHVDQGFUHDWLRQRIDQHQWHUSULVHFXOWXUH
ZLWKLQWKHVRFLHW\VWDUWHGWRJDLQLQLPSRUWDQFH
3DVW DQG SUHVHQW H[SHULHQFHV DQG SUDFWLFHV RI GHYHORSHG FRXQWULHV DQG VFKRODUO\
DVVHVVPHQWVRIUHVXOWVDFFRPSOLVKHGDUHRIYDOXHDQGRIIHUDPHQXRIOHVVRQVDQGEHVW
SUDFWLFHV IRU WUDQVLWLRQ DQG GHYHORSLQJ FRXQWULHV 7KH UHVSRQVLELOLW\ UHVWV ZLWK WKH
WUDQVLWLRQDQGGHYHORSLQJFRXQWULHVWRPDNHWKHLUFKRLFHVEDVHGRQVRXQGDVVHVVPHQWV
RI WKHLU RZQ FRQWH[W2(&'DQGRWKHU GHYHORSPHQW SDUWQHUV FDQ DVVLVW GHYHORSLQJ
FRXQWULHVE\EXLOGLQJFDSDFLWLHVLQFRQGXFWLQJVXFKDVVHVVPHQWVDQGZKHQWKH\PDNH







,QWHUQDWLRQDOLVDWLRQ KDV EHFRPH LQFUHDVLQJO\ LPSRUWDQW WR WKH FRPSHWLWLYHQHVV RI
HQWHUSULVHVRIDOOVL]HV,QWRGD\¶VHQYLURQPHQW60(VWKDWVWDUWZLWKDJOREDOVWUDWHJ\
FDQ PRYH TXLFNO\ WR WDNH DGYDQWDJH RI FURVVǦERUGHU DFWLYLWLHV ZKLFK SURYLGH
RSSRUWXQLWLHV QRW RQO\ IRU UHYHQXH JURZWK EXW DOVR IRU WKH H[FKDQJH RI NQRZOHGJH





LQWHUQDWLRQDOLVDWLRQRI60(V0RUHRYHU WKHUH LVD ODFNRIGDWD RQ WKHDFWXDOH[SRUW
SHUIRUPDQFHRI60(VDQGWKHFKDOOHQJHVDQGLVVXHVWKH\IDFH

,W LV LPSRUWDQW WR QRWH WKDW ZKLOH WKH SURVSHFWV IRU 60( VXFFHVV DUH WLHG ZLWK
PDFURHFRQRPLFGHYHORSPHQWV WKH\E\QRPHDQV LGHQWLFDOO\PLUURUDOORI WKHP$V
WKHPDMRULW\ RI 60(VRSHUDWH LQ VHFWRUV WKDW VHUYHGRPHVWLF GHPDQG IRU H[DPSOH
WKH\GLGQRW VKDUH LQ WKHEHQHILWV RI LQFUHDVHG IRUHLJQGHPDQGZKLFKZDV WKHNH\
PDFURHFRQRPLF GULYHU RI JURZWK IURP  WR  0DQ\ 60(V DUH QRW LQ
H[SRUWǦRULHQWHG VHFWRUV SDUWLFXODUO\ WKH PLFUR DQG VPDOO HQWHUSULVHV 7KXV
SURJUDPPHV VXSSRUWLQJ 60( H[SRUWV EHQHILW GLUHFWO\ RQO\ D VXEǦVHW RI 60(V
+RZHYHU LQGLUHFWO\ DOO 60(V EHQHILW WR VRPH H[WHQW IURP JURZWK LQ H[SRUWV DV
KLJKHUH[SRUWVUDLVHVDRYHUDOOLQFRPHOHYHOVDQGKHQFHWKHGHPDQGIRUJRRGVDQG
VHUYLFHV VROGE\GRPHVWLFGHPDQG IDFLQJ60(V DQGE WKHGHPDQG IRU JRRGV DQG
VHUYLFHVRULJLQDWLQJIURPH[SRUWLQJǦRULHQWHGHQWHUSULVHV
,Q DQ LQFUHDVLQJO\ LQWHUQDWLRQDOLVHG ZRUOG WKHUH DUH FRPSHWLWLYH DGYDQWDJHV IRU
WKRVH EXVLQHVVHV WKDW EHJLQ ZLWK D JOREDO VWUDWHJ\ DQG FDQ PRYH TXLFNO\ WR WDNH








RI WKH PDFURǦHFRQRPLF UHFRYHU\ +RZHYHU VSHFLILF PHDVXUHV IRU LPSURYLQJ WKH
60(VEXVLQHVVHQYLURQPHQWSOD\DQLPSRUWDQWHQDEOLQJUROHWRHQVXUHWKDW60(VDUH
DEOH WR UHDS WKH IXOO EHQHILWV RI D UHWXUQ WR VROLG DQG VXVWDLQDEOH PDFURHFRQRPLF
JURZWK+RZHYHU LQWHUQDWLRQDODFWLYLWLHVDUHPRVWO\JHDUHG WRZDUGVRWKHUFRXQWULHV
LQVLGH WKH LQWHUQDOPDUNHW DQG RQO\ DERXW RI (860(V DUH DFWLYH LQPDUNHWV
RXWVLGHWKH(87KHUHVXOWVVKRZHGWKDWH[SRUWǦRULHQWHG60(VVKRZKLJKHUJURZWKRI
WXUQRYHUDQGHPSOR\PHQW WKDQ60(VFDWHULQJIRU WKHGRPHVWLFPDUNHW ,QDGGLWLRQ
















60(V WR LQWHUQDWLRQDO PDUNHWV DQG VSHFLILF PHDVXUHV WR IDFLOLWDWH WKH DFFHVV RI
(XURSHDQ 60(V WR WKHVH PDUNHWV 7KH FOHDU SROLF\ LPSOLFDWLRQ LV WKDW ZKLOH DQ\
PHDVXUHVWRVWLPXODWHH[SRUWVE\60(VPD\EHQHILWRQO\DOLPLWHGQXPEHURI60(V
WKHLU LQFUHDVH LQ H[SRUW DFWLYLW\ ZLOO HYHQWXDOO\ EHQHILW DOO 60(V LQFOXGLQJ WKRVH








,W LV XS WR WKH 60(V WR LPSOHPHQW FRPSHWLWLYH EXVLQHVV RSHUDWLQJ SUDFWLFHV DQG
EXVLQHVVVWUDWHJLHV+RZHYHUWKHRSWLRQVDYDLODEOHWR60(VDUHDOVRFORVHO\UHODWHG
WR WKHTXDOLW\ RI LQVWLWXWLRQVPDUNHWV DQGRUJDQL]DWLRQV WKDW FRQVWLWXWH WKHEXVLQHVV
HQYLURQPHQW ,W LV WKH HIILFLHQF\ DQG HIIHFWLYHQHVV RI LQVWLWXWLRQV PDUNHWV DQG
RUJDQL]DWLRQVWKDWHQFRXUDJHRUGLVFRXUDJH60(VWRWDNHWKHLUFXHVIRUOHDUQLQJQHZ
ZD\VRIGRLQJEXVLQHVVFRPSDUHWKHLURZQFRPSHWLWLYHFKDUDFWHULVWLFVZLWKWKRVHRI
WKHLU ULYDOV DQG PDNH WKHLU GHFLVLRQV WR LQYHVW LQFOXGLQJ WKH LQWURGXFWLRQ RI
LQQRYDWLRQVLQWRWKHLUEXVLQHVVVWUDWHJLHV,IWKHHQYLURQPHQWLVZHDN60(V¶DELOLW\




3UHVHQWO\ WUDQVLWLRQ DQG GHYHORSLQJ FRXQWULHV VHHP WRKDYH D SOHWKRUDRI SROLFLHV
DQG VWUDWHJLHV WKDW UHODWH WR WKHSULYDWH VHFWRU LQRQHZD\RU DQRWKHUSULYDWH VHFWRU
GHYHORSPHQWVWUDWHJ\60(GHYHORSPHQWVWUDWHJ\WUDGHDQGLQYHVWPHQWSROLFLHVDQG
VWUDWHJLHVH[SRUWVWUDWHJ\DQGVRRQ<HWWKHUHVSRQVLELOLW\IRULPSOHPHQWLQJWKHVH
YDULRXV QDWLRQDO VWUDWHJLHV DQG SURJUDPPHV DUH GLVEXUVHG WKURXJKRXW WKH SXEOLF
VHFWRU LQVWLWXWLRQV ZKHUH ERWK FDSDFLWLHV DQG DXWKRULW\ WR FRRUGLQDWH DUH ZHDN
)XUWKHUPRUH WKHUH LV QHHG WR HVWDEOLVK GLDORJXH DQG SDUWQHUVKLSV EHWZHHQ WKH
JRYHUQPHQW 60(V WKH FLYLO VRFLHW\ DQG WKH DFDGHPLD WR DSSURSULDWHO\ DVVHVV DQG
SULRULWL]H60(FKDOOHQJHVDQG WR LPSOHPHQW UHPHGLDODFWLRQV*RYHUQPHQWVXVXDOO\
FRQVXOWZLWKWKHSULYDWHVHFWRUWKRXJKPRVWO\ZLWKODUJHDQGIRUHLJQLQYHVWRUVZKHQ
VHWWLQJ SROLFLHV VLQFH SXEOLFSULYDWH GLDORJXH HQKDQFHV HDVH RI LPSOHPHQWDWLRQ















HQYLURQPHQW SRVHV PDMRU REVWDFOHV WR DFFHVV RI 60(V WR ILQDQFLQJ ,Q VRPH
HFRQRPLHVFDSLWDOPD\MXVWQRWEHDYDLODEOHSURSHUW\ULJKWVUHJLPHVPD\QRWDOORZ
RZQHUVKLS RI ODQG PDUNHWV IRU WUDQVIHU RI LPPRYDEOH DVVHWV PD\ EH YHU\
XQGHUGHYHORSHG FUHGLW DQG FROODWHUDO OHJLVODWLRQ PD\ QRW DOORZ FHUWDLQ DVVHWV WKDW
60(V FRPPRQO\ KDYH DFFHVV WR WR EH XVHG DV FROODWHUDO DEVHQFHRI UHJLVWULHV IRU
PRUWJDJHVDQGSOHGJHVPD\LQFUHDVHULVNVWROHQGHUVFRQWUDFWHQIRUFHPHQWDQGDVVHW




H[DPSOH LQ OHDVW GHYHORSHG HFRQRPLHV EXVLQHVV VHUYLFHV PDUNHWV LQ DFFRXQWLQJ








HFRQRP\ ORDQV H[WHQGHG WR 60(V DUH RIWHQ OLPLWHG WR YHU\ VKRUW SHULRGV WKHUHE\
UXOLQJ RXW ILQDQFLQJ RI DQ\ VL]DEOH LQYHVWPHQWV 0RUHRYHU GXH WR KLJKSHUFHLYHG
ULVNV LQ 60( ORDQV DFFHVV WR FRPSHWLWLYH LQWHUHVW UDWHV PD\ DOVR YHU\ OLPLWHG
)LQDOO\LQPDQ\GHYHORSLQJHFRQRPLHVEDQNVSUHIHUWROHQGWRJRYHUQPHQWVZKLFK
RIIHU OHVV ULVNDQGKLJKHU UHWXUQVFURZGLQJRXWPRVWRI WKHSULYDWHVHFWRU IURP WKH
ILQDQFLDOV\VWHP:RUOG%DQN
7KH:RUOG%DQN¶V'RLQJ%XVLQHVVGDWDEDVHSURYLGHVLQGLFDWRUVRIWKHFRVWRIGRLQJ
EXVLQHVV LQ  HFRQRPLHV &,'$  LW LGHQWLILHV VSHFLILF UHJXODWLRQV WKDW
HQKDQFH RU FRQVWUDLQ LQYHVWPHQW SURGXFWLYLW\ DQG JURZWK ,QGLFDWRUV DUH EXLOW RQ
VWXGLHVRISUHYDLOLQJUHJXODWLRQVDQGFRVWHVWLPDWHVFROOHFWHGLQWKHILHOGGLUHFWO\IURP
ILUPV VPDOO LQGHSHQGHQW OLPLWHG OLDELOLW\ ILUPV HPSOR\LQJ  HPSOR\HHV DQG
LQWHUYLHZVZLWKRUJDQL]DWLRQVFKDUJHGZLWKDGPLQLVWHULQJ LQVWLWXWLRQV7KHGDWDEDVH
GLIIHUVIURPH[LVWLQJUHSRUWVRQWKHHIIHFWVRI WKHEXVLQHVVHQYLURQPHQWRQILUPV LQ










)LJXUH  VKRZV WKDW DQ HQWUHSUHQHXU LQ D 6XE6DKDUDQ $IULFD HFRQRP\ LQFXUV
UHJLVWUDWLRQFRVWV DPRXQWLQJ WR WLPHV WKDWRI*1,SHU FDSLWD LQFDVKZKLOH WKH
VDPHVWDUWXSLQDKLJKLQFRPHFRXQWU\ZRXOGQHHG WRVSHQGRQO\RI*1,SHU
FDSLWD:KLOH WKH VDPH FRVWV YDU\ IURP  WR  LQ WUDQVLWLRQ DQG GHYHORSLQJ









)LJXUH  VKRZV WKDW HQWUHSUHQHXUV LQ(DVW$VLD DQG3DFLILFZRXOG IRUHJR RI
WKHLUHVWDWHZKHQH[LWLQJZKLOHWKHVDPHFRVWZRXOGEHLQKLJKLQFRPHFRXQWULHV
,WLVDOVRLQWHUHVWLQJWRQRWHWKDWWKHUHLVQRWPXFKRIDGLIIHUHQFHDPRQJGHYHORSLQJ
FRXQWULHV ZLWK UHVSHFW WR H[LW FRVWV 0DUNHW H[LW FRVWV DOVR LQIOXHQFH WKH WREH
HQWUHSUHQHXU¶V GHFLVLRQV RI HQWU\ WKH KLJKHU WKH FRVW RI H[LWLQJ WKHPRUH GLIILFXOW
ZLOOEHWKHGHFLVLRQWRLQYHVW

$FFHVV WR ILQDQFH FDQ EH FULWLFDO WR EXVLQHVV JURZWK DQG VXFFHVV SDUWLFXODUO\ IRU
VWDUWXS HQWHUSULVHV ,W FDQ LQFUHDVH WKH VSHHG DW ZKLFK FRPSDQ\ JURZV IXQG
DGGLWLRQDOSURGXFWGHYHORSPHQWRUVLPSO\SURYLGHHQRXJKFDSLWDOWRUXQWKHEXVLQHVV
XQWLO WKH EUHDNHYHQ SRLQW LV UHDFKHG 6RPH DXWKRUV ZKR WDNH LQ DFFRXQW WKLV










,Q WKLV FRQWH[W 7DEOH  VKRZVXVH RI IXWXUH DGGLWLRQDO ILQDQFHHTXLW\ RI&URDWLDQ
60(V $OPRVW  RI WKH UHVSRQGHQWV SODQ WR LQYHVW DGGLWLRQDO ILQDQFH LQWR
WHFKQRORJ\DQGHTXLSPHQWZKLOHHYHU\ILIWKHQWHUSULVHSODQVWRILQDQFHSXUFKDVHRI
ODQGDQGEXLOGLQJVZKLFKLVIDYRUDEOHXVDJHRIDGGLWLRQDOILQDQFH6OLJKWO\OHVVWKDQ
SHUFHQW RI UHVSRQGHQWV SODQ WR XVH DGGLWLRQDO ILQDQFH IRURYHUFRPLQJ WKHLU FDVK
IORZ FRQVWUDLQWV DQGPDLQWDLQZRUNLQJ FDSLWDO9HU\ FRPPRQ SUREOHP RI&URDWLDQ
60(V LV QRQSD\PHQW EHWZHHQ HQWHUSULVHV ZLWKLQ SD\PHQW GDWH ZKLFK FDQ FDXVH
GLIILFXOWLHV ZLWK FDVK IORZ DQG ZRUNLQJ FDSLWDO 7KHUHIRUH EDQNV RIIHU TXLFNO\









)LQDQFH SXUFKDVH RI ODQG DQG
EXLOGLQJV  
,QYHVW LQ PDUNHWLQJ DQG
DGYHUWLVLQJ  
+LUHQHZHPSOR\HHV  







&URDWLDQ (PSOR\PHQW 6HUYLFH KDV LQWURGXFHG PHDVXUHV IRU FRILQDQFLQJ WKH
HPSOR\PHQW RI SHUVRQV XS WR  \HDUV ROGZLWK QRZRUN H[SHULHQFH QRPDWWHU RI
WKHLUHGXFDWLRQDOOHYHO7KHVHPHDVXUHVDOVRFRYHUXQHPSOR\HGSHUVRQVWKDWDUHLQLWV
HYLGHQFHDWOHDVWIRURXWRIODVWPRQWKVDVZHOODVXQHPSOR\HGZRPDQDERYH






 SHUFHQW RI UHVSRQGHQWV SODQ WR XVH DGGLWLRQDO ILQDQFH IRU ILQDQFLQJ UHVHDUFK DQG
GHYHORSPHQWZKLOHSHUFHQWRIWKHVXUYH\HGHQWHUSULVHVSODQWRLQYHVWLQPDUNHWLQJ
DQG DGYHUWLVLQJ'HVSLWH UHFHQW SRSXODULW\ LQ&URDWLD RQO\  SHUFHQW RI HQWHUSULVHV
SODQWRLQYHVWDGGLWLRQDOPRQH\LQVKDUHV
)LQDQFLQJ RI HDUO\ 60(V GHYHORSPHQW SKDVH LQFOXGH VHHG DQG VWDUWXS ILQDQFLQJ
&KDUDFWHULVWLFV RI VHHG ILQDQFLQJ DUH WKH QHFHVVLW\ IRU VPDOO DPRXQWV RI PRQH\
QHFHVVDU\ IRU ILQDOL]LQJ EXVLQHVV SODQ IRUPLQJPDQDJHULDO WHDP DQG HDUO\ SURGXFW
GHYHORSPHQW6WDUWXS ILQDQFLQJ LV DLPHG WREH WKH VXSSRUW IRU WKHGHYHORSPHQW RI
60(VRUJDQL]DWLRQDO VWUXFWXUH7KLV ILQDQFLQJ LVDLPHG WRZDUGV HQWHUSULVHV WKDWDUH









&UHDWLRQRIHIIHFWLYHSROLFLHV WR VWUHQJWKHQ WKHFRQQHFWLRQEHWZHHQ)',DQG60(
DQG LPSOHPHQWDWLRQRI UHIRUPVZLWKDLP WRLQFUHDVH WKHDWWUDFWLYHQHVVGHSHQGVDOVR
IURP PRWLYDWLRQ VNLOOV DQG H[SHUWLVH RI WKH HQWUHSUHQHXUV ,Q GHYHORSLQJ DQG
WUDQVLWLRQ FRXQWU\ WKLV XQGHUOLQHV WKH QHHG WR UHFRJQL]H WKH LPSRUWDQFH RI LQZDUG
LQYHVWLWLRQ WKDW RIIHU SRWHQWLDO EXVLQHVV RSSRUWXQLWLHV 7KHVH RSSRUWXQLWLHV VKRXOG










,Q WKHPRVW RI WUDQVLWLRQ RU HPHUJLQJ HFRQRPLHV WKH FROODSVH RI WKH VWDWH RZQHG
HQWHUSULVH VHFWRU DQG D ODFN RI ODUJH SULYDWHO\ RZQHG HQWHUSULVHV UHVXOWV LQ IHZHU
VXSSO\RSSRUWXQLWLHV,QWKLVFRQWH[WLQZDUGLQYHVWLWLRQVKRXOGEHVHHQDVDVRXUFHRI
SRWHQWLDO PDUNHW RSSRUWXQLWLHV ZKLFK SROLF\ PDNHUV DQG RWKHU VWDNHKROGHUV LQ
QDWLRQDO DQG UHJLRQDO HFRQRPLF GHYHORSPHQW VKRXOG UHFRJQL]H $Q LQWHJUDWHG
HFRQRP\GHYHORSPHQW VWUDWHJ\ VKRXOG VHHN WR LQFUHDVH WKH RSSRUWXQLWLHV WKDW FRPH









IRUSURGXFWLRQ IRUH[SRUWV7KH UDWLRQDOH OLHV LQ WKHEHOLHIRIPDQ\HFRQRPLVWV WKDW







SURGXFWLRQ RI JRRGV LQ ZKLFK LW KDV D FRPSDUDWLYH DGYDQWDJH EDVHG RQ LWV IDFWRU
HQGRZPHQWV 7KXV ZRUOG WUDGH PDUNHWV DOORZ SURGXFHUV DQG FRQVXPHUV RI WKH
SDUWLFLSDWLQJ FRXQWULHV WR EHQHILW IURP ORZHU SULFHV KLJKHUTXDOLW\ SURGXFWV PRUH
GLYHUVHVXSSO\RIJRRGVDQGKLJKHUJURZWK
3DUWLFLSDWLQJ LQ WUDGH HVSHFLDOO\ H[SRUW SURGXFWLRQ DQG SURPRWLRQ H[SRVHV D
FRXQWU\WRWKHODWHVWDQGPRVWDGYDQFHGSURGXFWLRQDQGPDUNHWLQJWHFKQLTXHVDQGD
OHDUQLQJE\GRLQJSURFHVVWKDWEULQJVDERXWG\QDPLFLQQRYDWLRQDQGWHFKQRORJLFDO
GLIIXVLRQ LQWR WKH HFRQRP\ ,W DOVR GULYHV D FRXQWU\ WR KLJKHU SURGXFWLRQ DQG WR
HFRQRPLHVRIVFDOHZKLFKOHDGWRLQFUHDVLQJUHWXUQV
7KHLQYHVWPHQWVDYLQJVJDSDQGWKHIRUHLJQH[FKDQJHJDSDUHPDMRUREVWDFOHVWRWKH






FXUUHQF\ ULVNV WKDWPD\ OHDG WRGHEWGHIDXOWV$ VLPLODU DUJXPHQW FODLPV WKDW ODUJH
EDODQFHRISD\PHQWGHILFLWVVSXUUHGE\ODUJHLPSRUWSURSHQVLWLHVRUHODVWLFLW\
VPD\
EH D KLQGUDQFH WR JURZWK IRU PDQ\ GHYHORSLQJ FRXQWULHV 7KXV PRGHUDWH WUDGH
GHILFLWV RU WUDGH VXUSOXVHV DUH PRUH GHVLUHG 7KLV RI FRXUVH LPSOLHV WKDW H[SRUW
JURZWKVKRXOGEHLQSDFHZLWKRUDKHDGRILPSRUWJURZWK
([SRUWOHG VWUDWHJLHV DOORZ DQ H[SDQVLRQ RI DJJUHJDWH GHPDQG ZLWKRXW PXFK
LQIODWLRQDU\SUHVVXUHDQGZLWKRXW WKHGDQJHURI DZDJHSULFH VSLUDO FRPSDUHGZLWK
VWURQJGRPHVWLF GHPDQG LQMHFWLRQV7KLV SDUWO\ VWHPV IURP WKH UHDO DSSUHFLDWLRQRI













x WKH DELOLW\ WR LQQRYDWH WR LPSURYH WHFKQRORJ\ DQG RUJDQL]DWLRQ DQG WKXV
LPSURYHHIILFLHQF\DQGHIIHFWLYHQHVV

,W LV XS WR WKH 60(V WR LPSOHPHQW FRPSHWLWLYH EXVLQHVV RSHUDWLQJ SUDFWLFHV DQG
EXVLQHVVVWUDWHJLHV
3UHVHQWO\ WUDQVLWLRQ DQG GHYHORSLQJ FRXQWULHV VHHP WRKDYH D SOHWKRUDRI SROLFLHV
DQG VWUDWHJLHV WKDW UHODWH WR WKHSULYDWH VHFWRU LQRQHZD\RU DQRWKHUSULYDWH VHFWRU
GHYHORSPHQWVWUDWHJ\60(GHYHORSPHQWVWUDWHJ\WUDGHDQGLQYHVWPHQWSROLFLHVDQG
VWUDWHJLHVH[SRUWVWUDWHJ\DQGVRRQ<HWWKHUHVSRQVLELOLW\IRULPSOHPHQWLQJWKHVH





WKH FLYLO VRFLHW\ DQG WKH DFDGHPLD WR DSSURSULDWHO\ DVVHVV DQG SULRULWL]H 60(
FKDOOHQJHVDQGWRLPSOHPHQWUHPHGLDODFWLRQV*RYHUQPHQWVXVXDOO\FRQVXOWZLWKWKH
SULYDWHVHFWRUWKRXJKPRVWO\ZLWKODUJHDQGIRUHLJQLQYHVWRUVZKHQVHWWLQJSROLFLHV











WR LWV DGYRFDWHV H[SRUWV FDQ SHUIRUP DV DQ ³HQJLQH RI JURZWK´ 3URPRWLQJ H[SRUW
ZRXOGHQDEOHGHYHORSLQJFRXQWULHVWRFRUUHFWLPEDODQFHVLQWKHH[WHUQDOVHFWRUDQGDW
WKH VDPH WLPH DVVLVW WKHP LQ HQVXULQJ WKDW WKHLU GRPHVWLF HFRQRPLHV PDGH D IXOO
UHFRYHU\$VSDUWRIDQRXWZDUGVWUDWHJ\DQHZVHWRISROLFLHVUDSLGO\EHFDPHDNH\
FRPSRQHQW IRU SROLF\ PDNHUV LQ GHYHORSLQJ FRXQWULHV LQYROYHG LQ DGMXVWPHQW DQG
VWDELOL]DWLRQSURJUDPV























SURGXFWLRQ RI JRRGV LQ ZKLFK LW KDV D FRPSDUDWLYH DGYDQWDJH EDVHG RQ LWV IDFWRU
HQGRZPHQWV 7KXV ZRUOG WUDGH PDUNHWV DOORZ SURGXFHUV DQG FRQVXPHUV RI WKH
SDUWLFLSDWLQJ FRXQWULHV WR EHQHILW IURP ORZHU SULFHV KLJKHUTXDOLW\ SURGXFWV PRUH
GLYHUVHVXSSO\RIJRRGVDQGKLJKHUJURZWK([SRUWOHGVWUDWHJLHVDOORZDQH[SDQVLRQ
RIDJJUHJDWHGHPDQGZLWKRXWPXFKLQIODWLRQDU\SUHVVXUHDQGZLWKRXWWKHGDQJHURID
ZDJHSULFH VSLUDO FRPSDUHG ZLWK VWURQJ GRPHVWLF GHPDQG LQMHFWLRQV 7KLV SDUWO\
VWHPV IURP WKH UHDO DSSUHFLDWLRQ RI WKH FXUUHQF\ WKDW UHVXOW IURP ODUJH H[SRUW







x WKH DELOLW\ WR LQQRYDWH WR LPSURYH WHFKQRORJ\ DQG RUJDQL]DWLRQ DQG WKXV
LPSURYHHIILFLHQF\DQGHIIHFWLYHQHVV

,W LV XS WR WKH 60(V WR LPSOHPHQW FRPSHWLWLYH EXVLQHVV RSHUDWLQJ SUDFWLFHV DQG
EXVLQHVV VWUDWHJLHV 3UHVHQWO\ WUDQVLWLRQ DQG GHYHORSLQJ FRXQWULHV VHHP WR KDYH D
SOHWKRUD RI SROLFLHV DQG VWUDWHJLHV WKDW UHODWH WR WKH SULYDWH VHFWRU LQ RQH ZD\ RU
DQRWKHUSULYDWH VHFWRUGHYHORSPHQW VWUDWHJ\60(GHYHORSPHQW VWUDWHJ\ WUDGHDQG
LQYHVWPHQWSROLFLHVDQGVWUDWHJLHVH[SRUWVWUDWHJ\DQGVRRQ<HWWKHUHVSRQVLELOLW\
IRU LPSOHPHQWLQJ WKHVH YDULRXV QDWLRQDO VWUDWHJLHV DQG SURJUDPPHV DUH GLVEXUVHG














E\ WKHUHFRYHU\ LQKLJKLQFRPHFRXQWULHVSDUWLFXODUO\ WKRVH LQ WKH(XURSHDQ8QLRQ
(8$IWHUDSHUFHQWGHFOLQHLQ WKHDYHUDJHUHDO*'3RI6((JUHZ
SHUFHQW LQ  )LJXUH  $OO VL[ 6(( FRXQWULHV PDUNHG SRVLWLYH JURZWK ZLWK
JURZWKDWRUH[FHHGLQJSHUFHQWLQ.RVRYR)<50DFHGRQLDDQG0RQWHQHJUR2QO\
LQ$OEDQLDHFRQRPLFJURZWKVORZHGLQFRPSDUHGWR WKRXJKLWUHPDLQHG




















$Q H[SRUWOHG UHFRYHU\ FRPELQHG ZLWK GHSUHVVHG GRPHVWLF GHPDQG UHVXOWHG LQ D
VLJQLILFDQW QDUURZLQJ RI FXUUHQW DFFRXQW LPEDODQFHV LQ DOO 6(( FRXQWULHV 7KH
LQFUHDVHV LQ H[SRUWV DQG WKH GHFOLQHV LQ LPSRUWV ORZHUHG WKH WUDGH GHILFLW RI 6((
FRXQWULHVE\SHUFHQWRI*'3DQG WKHFXUUHQW DFFRXQWGHILFLWVE\SHUFHQWRI
*'3 LQ  )LJXUH )LJXUH  ([SRUWV WR WKH(8JUHZ VWURQJO\ HVSHFLDOO\ LQ
%RVQLDDQG+HU]HJRYLQD)<50DFHGRQLDDQG6HUELD0RQWHQHJUR¶VDQG.RVRYR¶V
VKDUHRIH[SRUWV WR WKH6((UHJLRQ LQFUHDVHG0DQXIDFWXUHGJRRGVZHUH WKH ODUJHVW
VKDUHRIH[SRUWVIURP6((IROORZHGE\PDFKLQHU\DQGWUDQVSRUWHTXLSPHQW-RLQWO\
WKH\FRPSULVHGRYHUSHUFHQWRIH[SRUWVLQLQWKHUHJLRQ7KHPDMRULQFUHDVH
LQ  FDPH IURP H[SRUW RI PDFKLQHU\ DQG WUDQVSRUW HTXLSPHQW IURP 6HUELD


























 GXH WR WKH LPSURYHG EDODQFH RI JRRGV DQG VHUYLFHV DPLG UHGXFHG QHW
LQIORZVLQFXUUHQWWUDQVIHUVDQGKLJKHUQHWRXWIORZVLQLQFRPH1%50
7KH UHGXFWLRQ LQ WKH WUDGHGHILFLW E\SHUFHQWDJHSRLQWV RI*'3ZDVPDLQO\
FDXVHGE\DQDUURZLQJRI WKHHQHUJ\GHILFLW DOWKRXJK WKHQRQHQHUJ\KDG WKH
VDPHKRZHYHUVLJQLILFDQWO\PLOGHUHIIHFW7KHLQGLYLGXDOFRPSRQHQWVRIWUDGH
UHJLVWHUHGGLYHUJHQWPRYHPHQWV([SRUWVGULYHQE\WKHHQKDQFHGDFWLYLW\RIWKH
QHZ FDSDFLWLHV LQ WKH HFRQRP\ ZLWK IRUHLJQ RZQHUVKLS UHJLVWHUHG DQ DQQXDO
JURZWKRIZKLOHWKHUHGXFHGGHPDQGIRUHQHUJ\SURGXFWVDQGWKHDQQXDO




PRVW LPSRUWDQW GULYHU RI 0DFHGRQLDQ H[SRUWV LQ  LQFUHDVLQJ WKHLU
UHVLOLHQFHDPLGVWLOOXQIDYRUDEOHJOREDOFRQGLWLRQVWKDWFDXVHGDGHFUHDVHLQWKH
H[SRUWVRI WKHPHWDO LQGXVWU\$OVR LQFUHDVHGH[SRUWVRIQHZFRPSDQLHVZHUH
VXIILFLHQW IRU RIIVHWWLQJ WKH VLJQLILFDQW GHFOLQH LQ WKH H[SRUWHG SHWUROHXP































 RQ DQ DQQXDO EDVLV FRQGLWLRQDO RQ WKH IDVWHU DQQXDO JURZWK RI LPSRUW
UHODWLYHWRWKHJURZWKRIH[SRUWDFWLYLW\0DFHGRQLDQH[SRUWVGXULQJWKHVHFRQG
TXDUWHU LQ  UHFRUGHG DQDQQXDOJURZWKRI DQG WKH LQFUHDVHGXVHRI
QHZIDFLOLWLHVUHPDLQVDPDMRUIDFWRURIWKHSRVLWLYHFKDQJHVLQH[SRUWVZKLOHDOO
RWKHU FDWHJRULHVDFWHG LQ WKHRSSRVLWHGLUHFWLRQZLWK WKH ODUJHVWGHFOLQHEHLQJ
UHJLVWHUHGLQWKHH[SRUWRILURQDQGVWHHO)LJXUH1%502QWKHRWKHU






3ULFH FRPSHWLWLYHQHVV LQGLFDWRUV RI WKH 0DFHGRQLDQ HFRQRP\ VKRZHG D
QHJOLJLEOH DSSUHFLDWLRQ RI WKH 'HQDU LQ  7KH &3,GHIODWHG UHDO HIIHFWLYH
H[FKDQJHUDWH URVHE\ZKLOH WKH33,GHIODWHG5((5UHFRUGHGDQDQQXDO
DSSUHFLDWLRQRI7KHFKDQJHZDVHQWLUHO\FDXVHGE\WKHPRYHPHQWRIWKH
























,Q $XJXVW  SULFH FRPSHWLWLYHQHVV LQGLFDWRUV RI WKH GRPHVWLF HFRQRP\
UHJLVWHUHG GLYHUJHQWPRYHPHQWV RQ DQ DQQXDO OHYHO :KHQ WKLV LV FRPSDUHG













WKHGHQDUKDGD LQIOXHQFHIRU WKH IXUWKHU DSSUHFLDWLRQRI WKHQRPLQDOHIIHFWLYH
























7KH PRYHPHQW RI WKH 5((5  H[FOXGLQJ SULPDU\ FRPPRGLWLHV LQGLFDWHV
VLPLODUPRYHPHQWV LQ WKHGRPHVWLFSULFHFRPSHWLWLYHQHVV 7KH5((5GHIODWHG
E\SURGXFHUSULFHVDSSUHFLDWHGE\ZKLOHWKH5((5GHIODWHGE\FRQVXPHU
SULFHV GHSUHFLDWHG E\  RQ DQ DQQXDO EDVLV )LJXUH  VKRZ WKDW GXH WR





FKDQJH GULYHQ E\ WKH GHSUHFLDWLRQ RI WKH 7XUNLVK OLUD DQG WKH 6HUELDQ GLQDU
DJDLQVWWKHGHQDU
(FRQRPLF SROLFLHV FDQ EH LQVWUXPHQWDO IRU JURZWK LQ WKH QHDU DQG WKH
PHGLXPWHUPLQ6((2QWKHILVFDOVLGHVXVWDLQHGUHIRUPHIIRUW LVQHHGHGWR
DGGUHVVVWUXFWXUDOULJLGLWLHVLQWKHEXGJHWVRI6((3ULRULWLHVLQFOXGHFKDQJHV




RXWSXW JDSV UHPDLQLQJ VRPH VFRSH IRU VKRUWWHUP HDVLQJ RI PRQHWDU\
FRQGLWLRQV H[LVW HVSHFLDOO\ LQ WKRVH FRXQWULHV ZKHUH GHILFLWV KDYH EHJXQ WR
GHFOLQH
+RZHYHU FDXWLRQ QHHGV WR EH H[HUFLVHG LQ WKH HFRQRPLHV ZLWK IOH[LEOH
H[FKDQJH UDWHV WR HQVXUH WKDW WKHVH GR QRW FRPH XQGHU SUHVVXUH ,Q WHUPV RI
ILQDQFLDO VHFWRU SROLFLHV DGGUHVVLQJ WKH KLJK 13/V ZRXOG EH FULWLFDO WR








$W WKH PDFURHFRQRPLF OHYHO VRXQG JRYHUQPHQW SROLFLHV DQG WKH DELOLW\ WR
VWDELOL]H D FRPSHWLWLYH UHDO H[FKDQJH UDWH DUH WKH FRUQHUVWRQH RI SURPRWLQJ
H[SRUWV $ FRPSHWLWLYH UHDO H[FKDQJH UDWH SURYLGHV DQ LQFHQWLYH IRU H[SRUWV





7KH LPSDFWRI H[FKDQJH UDWHVRQ WUDGH LQ D JLYHQ FRXQWU\ DV LQ0DFHGRQLD




FRQWHQW DQG LPSDFW RI IRUHLJQ FXUUHQF\H[FKDQJH DSSUHFLDWLRQRU GHSUHFLDWLRQ
RQ DQ\ ILQLVKHG SURGXFW EHFDXVH LW LV FRPSOH[ ,I WKH GHSUHFLDWLRQ RI WKH
H[FKDQJH UDWH PDNHV LWV H[SRUWV RI ILQLVKHG SURGXFWV FKHDSHU LW PDNHV
LPSRUWHGFRPSRQHQWVH[SHQVLYHIRUGRPHVWLFSURGXFHUV0DLQWDLQLQJJURZWK
DQG UHGXFLQJ WKH XQHPSOR\PHQW LQ D VPDOO DQG RSHQ HFRQRP\ VXFK DV
0DFHGRQLD GHSHQGV IURP LPSURYHG SHUIRUPDQFH RI H[SRUWV ,PSURYLQJ WKH
SHUIRUPDQFH RI H[SRUWV FDQ DOVR KHOS WR SUHVHUYHPDFURHFRQRPLF VWDELOLW\ E\
FORVLQJWKHJDSLQWKHFXUUHQWDFFRXQWWRDYRLGZDVWLQJVXSSOLHVDQGWRVWRSWKH
JURZWK RI H[WHUQDO GHEW ,PSURYLQJ SHUIRUPDQFH UHTXLUHV LPSURYLQJ H[SRUW
FRPSHWLWLYHQHVV ,Q WKH VKRUW WHUP FRPSHWLWLRQPD\EH UHODWHG WR WKH OHYHORI
WKH UHDO H[FKDQJH UDWH ZKLFK SURYLGHV LQWHUQDO DQG H[WHUQDO EDODQFH 7KH
DSSUHFLDWLRQ RI WKH UHDO H[FKDQJH UDWH ZLWK UHVSHFW WR LWV HTXLOLEULXP OHYHO
UHGXFHV WKH LQFHQWLYHV DQG WKH DELOLW\ RIPDQXIDFWXUHUV WR FRPSHWH LQ IRUHLJQ
PDUNHWV VLQFHD VLJQLILFDQWSDUWRISURGXFWLRQFRVWVSDLG LQ ORFDOFXUUHQF\ ,Q
WKH ORQJ UXQ UHDO H[FKDQJH UDWHV DUH DVVXPHG WR FRQYHUJH WR LWV HTXLOLEULXP
OHYHODQGFRPSHWLWLYHQHVV LVPRUHUHODWHG WR WKHSURGXFWLYLW\ RI WKHHFRQRP\
6RILUPOHYHOVWUDWHJLHVDUHIXQGDPHQWDOWRGHYHORSPHQWRIH[SRUWVE\DQ60(















7HFKQLFDO DVVLVWDQFH LQ WKH DUHDV RI TXDOLW\ PDQDJHPHQW SURGXFWLYLW\





 6XSSRUWLQJ 60( ([SRUW 'HYHORSPHQW DQG WKH 5ROH RI ([FKDQJH
5DWH

*OREDOL]DWLRQ KDV FUHDWHG QHZ RSSRUWXQLWLHV IRU 60(V 3URJUHVVLYH
JOREDOL]DWLRQ RYHU WKH ODVW WZR GHFDGHV RU VR KDV FUHDWHG D QHZ LQWHUQDWLRQDO
HQYLURQPHQWIRU60(H[SRUWVIURPGHYHORSLQJFRXQWULHV7KHSURFHVVRIZRUOG
HFRQRPLF LQWHJUDWLRQ KDV LQYROYHG D EURDGHQLQJ DQG GHHSHQLQJ RI LQWHU
UHODWLRQVKLSVEHWZHHQLQWHUQDWLRQDOWUDGHDQGIRUHLJQLQYHVWPHQWIORZV6HYHUDO
LQIOXHQFHV±IDOOLQJWUDGHEDUULHUVLQFUHDVLQJWHFKQRORJLFDOSURJUHVVPLJUDWLRQ
RI WHFKQLFDO DQG SURIHVVLRQDO PDQSRZHU DQG KLJKO\ PRELOH PXOWLQDWLRQDO
FRUSRUDWLRQV 01&V VHHNLQJ RXW QHZ LQYHVWPHQWV ± KDYH FRPELQHG WR GULYH
JOREDOL]DWLRQ 7KH HQG UHVXOW KDV EHHQ WKH FUHDWLRQ RI DQ LQWHUQDWLRQDO
PDUNHWSODFH IRU JRRGV DQG VHUYLFHV WKDW VHHPV LQGLIIHUHQW WR QDWLRQDO ERUGHUV
DQG VWDWH UHJXODWLRQ *OREDOL]DWLRQ DOVR EULQJV QHZ FKDOOHQJHV 7KH QHZ
LQWHUQDWLRQDO HQYLURQPHQW SURYLGHV QHZ RSSRUWXQLWLHV IRU 60( H[SRUWV IURP
GHYHORSLQJFRXQWULHV,WKDVWKHSRWHQWLDOWRRIIHU60(VLQGHYHORSLQJFRXQWULHV
ZLWK DFFHVV WR D JOREDO SRRO RI QHZ WHFKQRORJLHV VNLOOV FDSLWDOPDUNHWV DQG
KHQFH IDVWHU H[SRUW JURZWK DQG SURILWV WKDQ HYHU EHIRUH $W WKH VDPH WLPH
JOREDOL]DWLRQ EULQJV DERXW D PXOWLSOH DUUD\ RI WUDGH FKDOOHQJHV DQG D VXGGHQ
LQFUHDVHLQFRPSHWLWLRQIURPLPSRUWVDQGWKHHQWU\RIQHZIRUHLJQLQYHVWRUVIRU
60(VLQGRPHVWLFPDUNHWV60(VLQGHYHORSLQJFRXQWULHVKDYHWRDGMXVWWRWKH
FRPSHWLWLYH VWUDWHJLHV RI01&V LQ GLIIHUHQW FRXQWULHV WR SXEOLF DQG SULYDWHO\
VHW VWDQGDUGV WR FKDQJHV LQ LQWHUQDWLRQDO WDVWHV SULFHV DQG FRPSHWLWLYH
FRQGLWLRQV
$WWKHPDFURHFRQRPLFOHYHOJRYHUQPHQWSROLFLHVDQGWKHDELOLW\WRVWDELOL]HD
FRPSHWLWLYH UHDO H[FKDQJH UDWH LV WKH FRUQHUVWRQH RI SURPRWLQJ H[SRUWV $
FRPSHWLWLYHUHDOH[FKDQJHUDWHSURYLGHVDQLQFHQWLYHIRUH[SRUWV0RUHRYHUDQ
RXWZDUG RULHQWHG PDUNHWIULHQGO\ WUDGH UHJLPH ZKLFK HPSKDVL]HV WKH
ϰϬ

GLVPDQWOLQJ RI LPSRUW FRQWUROV DQG WDULIIV DQG VWUHDPOLQHG EXUHDXFUDWLF
SURFHGXUHV LHH[SRUW DQG LPSRUWSURFHGXUHVPRGHUQFXVWRPVDGPLQLVWUDWLRQ
DQG HIILFLHQW YDOXH DGGHG WD[ DGPLQLVWUDWLRQ ZLOO IDFLOLWDWH H[SRUWV LQFOXGLQJ
IURP60(V
7KH LPSDFWRI H[FKDQJH UDWHVRQ WUDGH LQ D JLYHQ FRXQWU\ DV LQ0DFHGRQLD
H[DPSOH IRU VPDOO DQG RSHQ HFRQRP\ VKRXOG EH VHHQ LQ WKH FRQWH[W RI
FRQWLQXHGLQWHJUDWLRQRIVXSSO\FKDLQV([SRUWVJHQHUDOO\LQFOXGHKLJKLPSRUW
FRQWHQW DQG LPSDFW RI IRUHLJQ FXUUHQF\H[FKDQJH DSSUHFLDWLRQRU GHSUHFLDWLRQ
RQ DQ\ ILQLVKHG SURGXFW EHFDXVH LW LV FRPSOH[ ,I WKH GHSUHFLDWLRQ RI WKH
H[FKDQJH UDWH PDNHV LWV H[SRUWV RI ILQLVKHG SURGXFWV FKHDSHU LW PDNHV
LPSRUWHGFRPSRQHQWVH[SHQVLYHIRUGRPHVWLFSURGXFHUV0DLQWDLQLQJJURZWK
DQG UHGXFLQJ WKH XQHPSOR\PHQW LQ D VPDOO DQG RSHQ HFRQRP\ VXFK DV
0DFHGRQLD GHSHQGV IURP LPSURYHG SHUIRUPDQFH RI H[SRUWV ,PSURYLQJ WKH
SHUIRUPDQFH RI H[SRUWV FDQ DOVR KHOS WR SUHVHUYHPDFURHFRQRPLF VWDELOLW\ E\
FORVLQJWKHJDSLQWKHFXUUHQWDFFRXQWWRDYRLGZDVWLQJVXSSOLHVDQGWRVWRSWKH
JURZWK RI H[WHUQDO GHEW ,PSURYLQJ SHUIRUPDQFH UHTXLUHV LPSURYLQJ H[SRUW
FRPSHWLWLYHQHVV ,Q WKH VKRUW WHUP FRPSHWLWLRQPD\EH UHODWHG WR WKH OHYHORI
WKH UHDO H[FKDQJH UDWH ZKLFK SURYLGHV LQWHUQDO DQG H[WHUQDO EDODQFH 7KH
DSSUHFLDWLRQ RI WKH UHDO H[FKDQJH UDWH ZLWK UHVSHFW WR LWV HTXLOLEULXP OHYHO
UHGXFHV WKH LQFHQWLYHV DQG WKH DELOLW\ RIPDQXIDFWXUHUV WR FRPSHWH LQ IRUHLJQ
PDUNHWV VLQFHD VLJQLILFDQWSDUWRISURGXFWLRQFRVWVSDLG LQ ORFDOFXUUHQF\ ,Q
WKH ORQJ UXQ UHDO H[FKDQJH UDWHV DUH DVVXPHG WR FRQYHUJH WR LWV HTXLOLEULXP
OHYHODQGFRPSHWLWLYHQHVV LVPRUHUHODWHG WR WKHSURGXFWLYLW\ RI WKHHFRQRP\
6RILUPOHYHOVWUDWHJLHVDUHIXQGDPHQWDOWRGHYHORSPHQWRIH[SRUWVE\DQ60(
:LJQDUDMD  VXJJHVWV WKDW JOREDOL]DWLRQ RSHQV XS QHZ RSSRUWXQLWLHV IRU
H[SRUW H[SDQVLRQ DQG JURZWK WR DERXW  RI 60(V LQ GHYHORSLQJ
HFRQRPLHV 7KHVH G\QDPLF 60(V KDYH GHVLJQHG ZHOODGDSWHG PDUNHWLQJ
VWUDWHJLHV DQG LQYHVWHG LQ WKHLUPDQXIDFWXULQJFDSDELOLWLHV WR EULQJ WKHPXS WR
ZRUOG VWDQGDUGV RI SULFH TXDOLW\ DQG GHOLYHU\([SHULHQFH RI H[SRUWLQJ 60(V
IURP GHYHORSLQJ FRXQWULHV LOOXVWUDWHV WKH IDFW WKDW WKH\ KDYH SURDFWLYHO\
XSJUDGHGWKHPVHOYHV6ULQLYDVDQDQG$UFKDQD
7HFKQLFDO DVVLVWDQFH LQ WKH DUHDV RI TXDOLW\ PDQDJHPHQW SURGXFWLYLW\
LPSURYHPHQWDQGPHWURORJ\ LVQHHGHGWRKHOS60(VFRPSO\ZLWK WKHSURGXFW
VWDQGDUGV DQG UHJXODWLRQV DSSOLHG LQ H[SRUWPDUNHWV ,Q GHYHORSLQJ FRXQWULHV
ϰϭ

SDUWLFXODUO\ WKH OHVV GHYHORSHG RQHV WHFKQLFDO DGYLVRU\ DQG FRQVXOWDQF\
VHUYLFHV DUH VFDUFHGXH WR ORZ OHYHOVRI LQYHVWPHQW LQGHYHORSLQJHQJLQHHULQJ






60(PHPEHUVKLS RUJDQL]DWLRQV$FFHVV WR 60( WUDGH ILQDQFH DW FRPSHWLWLYH
LQWHUHVW UDWHVFDQEHVWUHQJWKHQHG WKURXJKH[SRUWFUHGLWJXDUDQWHHVFKHPHV IRU
60(VDQGVXEFRQWUDFWLQJDQGVSHFLDOLVWVRIWORDQVIRU60(H[SRUWDFWLYLWLHV,Q
PDQ\FDVHVWKHGRPHVWLFDQGUHJLRQDOPDUNHWVWHQGWRSURYLGHDVWHSSLQJVWRQH
IURP ZKLFK 60(V FDQ OHDUQ LPSRUWDQW OHVVRQV FRQFHUQLQJ SURGXFW TXDOLW\
WLPHO\GHOLYHULHVDQGPDQDJLQJ ULVN LQYROYHG LQ LQWHUQDWLRQDOEXVLQHVV:KHUH
WKHUH LVDQ LQDGHTXDWHGRPHVWLFPDUNHWRU WKHSURGXFWVDUHRQO\DWWUDFWLYH IRU
H[SRUWFRQVLGHUDEOHHIIRUWQHHGVWREHSXWLQWRVWUDWHJLFSRVLWLRQLQJDQGUHOLDEOH
SURGXFWLRQ VR DV WR UHGXFH ULVNRI IDLOXUH6XFK HIIRUW LVREYLRXVO\ FRVWO\ DQG
UHTXLUHV FDSDFLW\ EXLOGLQJ RI 60(V DQG H[SRUW GHYHORSPHQW LQVWLWXWLRQV
LQFOXGLQJVHFWRUDOPHPEHUVKLSRUJDQL]DWLRQV+XGVRQ





VKRXOG VHHN WR DGGUHVV WKHQHHGVRI ILUPVDWGLIIHUHQW VWDJHVRI H[SRUWPDUNHW
GHYHORSPHQW,WVKRXOGDOVRVHHNWRLQWHJUDWHH[SRUWVXSSRUWDQGSURPRWLRQLQWR
DZHOOGHYHORSHGDQGHIIHFWLYHEXVLQHVVVXSSRUWV\VWHP)XUWKHUPRUHDVLQJOH
H[SRUW GHYHORSPHQW DQG SURPRWLRQ DJHQF\ ZKLFK ZRXOG SXUVXH WKH QDWLRQDO

























LQYHVWRUV DQG SXEOLF LQIUDVWUXFWXUH LQYHVWPHQW 1%50  6ROLG JDLQV LQ
KRXVHKROGVSHQGLQJIXUWKHUEROVWHUHGGRPHVWLFGHPDQG*LYHQKLJKLQYHVWPHQW
DQG WUDGHUHODWHG LPSRUW GHPDQG WKH IRUHLJQ EDODQFH ZHLJKHG GRZQ RQ
HFRQRPLF DFWLYLW\ )XUWKHU JDLQV LQ GRPHVWLF GHPDQG DUH OLNHO\ WR VHW *'3
JURZWKDWDQHYHQKLJKHUSDFHLQDQGZKLOHWKHQHJDWLYHFRQWULEXWLRQ




E\ IRUHLJQ FRPSDQLHV HVWDEOLVKHG LQ WKH FRXQWU\ FDUULHG WKH PDUNHG
DFFHOHUDWLRQRIUHDO*'3JURZWKLQ1%50*LYHQWKHKLJKLPSRUW
FRQWHQW RI LQYHVWPHQW DQG H[SRUWV WKH H[WHUQDO EDODQFH PDGH D QHJDWLYH
FRQWULEXWLRQ WR JURZWK DIWHU KDYLQJ EHHQ LWV PDLQ VXSSRUW LQ  6WURQJ
LQFUHDVHV LQ RYHUDOO JURVV IL[HG FDSLWDO IRUPDWLRQ LQ WKH ILUVW WKUHHTXDUWHUV RI
 ZHUH IROORZHG E\ VODFN WRZDUGV WKH HQG RI WKH \HDU \HW RQ DYHUDJH









SSV WR  RI *'3 -RE FUHDWLRQ LQ WKHPDQXIDFWXULQJ VHFWRU EROVWHUHG E\
DFWLYH ODERXU PDUNHW PHDVXUHV ZDV WKH PDLQ GULYHU RI IXUWKHU WKRXJK
GHFHOHUDWHG HPSOR\PHQW JURZWK DQG D IXUWKHU GHFOLQH LQ WKH XQHPSOR\PHQW
UDWH
)LVFDO SHUIRUPDQFH GLVDSSRLQWHG IXUWKHU LQ WKH VHFRQG KDOI RI 1%50
 7KH JRYHUQPHQW VXSSRUWHG SULYDWH GHPDQG E\ D IXUWKHU ULVH LQ SXEOLF
ZDJHV LQ WKH DXWXPQ$W WKH HQG RI WKH \HDU WKH JHQHUDO JRYHUQPHQW GHILFLW
DPRXQWHG WR  RI *'3 H[FHHGLQJ WKH UHYLVHG WDUJHW E\  SSV 7KH
LQFUHDVH LQ JRYHUQPHQW GHEW UHPDLQHG FRQWDLQHG LQ  EXW ERUURZLQJ E\









'RPHVWLF GHPDQG LV H[SHFWHG WR UHPDLQ WKH VROH JURZWK GULYHU RYHU WKH
IRUHFDVWKRUL]RQ,QYHVWPHQWDFWLYLW\GULYHQE\SXEOLFH[SHQGLWXUHRQWUDQVSRUW
DQG HQHUJ\ SURMHFWV DV ZHOO DV WKH FRQVWUXFWLRQ RI QHZ IRUHLJQ LQYHVWPHQW
IDFLOLWLHV LVSURMHFWHGWRSRVWIXUWKHUVROLGJDLQVHYHQWKRXJKJURZWKUDWHVDUH
VORZLQJGRZQWRWKHLUORQJWHUPDYHUDJH+RXVHKROGVSHQGLQJEHQHILWWLQJIURP
VRXQG IXQGDPHQWDOV LV OLNHO\ WR ILUP XS IXUWKHU DQG VHW WR EHFRPH WKHPDLQ
VRXUFHRIRXWSXWJURZWKLQ
([SRUW SHUIRUPDQFH LV SURMHFWHG WR UHPDLQ VROLG PDLQO\ GULYHQ E\ IRUHLJQ
H[SRUWHUVZKLFKDUHSXWWLQJQHZSURGXFWLRQOLQHVLQRSHUDWLRQ:LWKLQYHVWPHQW
UHODWHG LPSRUWV UHOHQWLQJVRPHZKDW WKHPHUFKDQGLVH WUDGHEDODQFH LV OLNHO\ WR
LPSURYHVOLJKWO\WKLV\HDUDQGQH[WPLWLJDWLQJWKHQHJDWLYHFRQWULEXWLRQWR*'3











GRPHVWLF GHPDQG WKLV \HDU DQG QH[W E\ IXUWKHU LQFUHDVLQJ VRFLDO WUDQVIHUV
SHQVLRQV DQG SXEOLF ZDJHV $W WKH VDPH WLPH VLJQLILFDQW EXGJHW IXQGV DQG















7KH UROH RI WKH H[FKDQJH UDWH DV D QRPLQDO DQFKRU GHULYHV IURP WKH
FKDUDFWHULVWLFVRI WKHGRPHVWLFHFRQRP\DVDVPDOODQGRSHQHFRQRP\ WKDW LV
KLJKO\ GHSHQGHQW RQ WKH LPSRUW RI SULPDU\ FRPPRGLWLHV $OVR 0DFHGRQLDQ







x 7KH LPSDFWRIH[FKDQJH UDWHVRQ WUDGHVKRXOGEHVHHQ LQ WKHFRQWH[WRI
FRQWLQXHGLQWHJUDWLRQRIVXSSO\FKDLQV
x ([SRUWV JHQHUDOO\ LQFOXGH KLJK LPSRUW FRQWHQW DQG LPSDFW RI IRUHLJQ
FXUUHQF\H[FKDQJHDSSUHFLDWLRQRUGHSUHFLDWLRQRQDQ\ILQLVKHGSURGXFWEHFDXVH
LW LV FRPSOH[ ,I WKH GHSUHFLDWLRQ RI WKH H[FKDQJH UDWH PDNHV LWV H[SRUWV RI




x ,PSURYLQJ WKH SHUIRUPDQFH RI H[SRUWV FDQ KHOS WR SUHVHUYH





SULFHV DQG VWUHDPOLQHG EXUHDXFUDWLF SURFHGXUHV LH H[SRUW DQG LPSRUW







DQG GRPHVWLF GHPDQG EHJLQV WR UHFRYHU $OEDQLD %RVQLD DQG +HU]HJRYLQD
.RVRYR DQG 6HUELD KDG KLJKHU UDWHV LQ  WKDQ LQ   ,Q  6((
HFRQRPLHVJUHZVOLJKWO\VORZHUWKDQWKHDYHUDJHIRUWKH(8FRXQWULHV7KH
H[WHUQDO DQG GRPHVWLF ULVNV LI WKH\ PDWHULDOL]H ZLOO DIIHFW QHJDWLYHO\ WKH
SURVSHFWV IRU JURZWK LQ WKH 6(( FRXQWULHV DQG VORZ WKH QDVFHQW HFRQRPLF
,QWHUQDWLRQDO0RQHWDU\)XQGE
$UHFHQWDQDO\VLVIRFXVHVRQ(8PHPEHUFRXQWULHVDQGVKRZVWKDWH[SDQGLQJ
WKH JURZWK SRWHQWLDO WKURXJK VWUXFWXUDO UHIRUPV LQ D VWDEOH PDFURHFRQRPLF
HQYLURQPHQWGULYHV VWURQJ LQFRPHFRQYHUJHQFH ,QWHUQDWLRQDO0RQHWDU\)XQG
E7UDQVODWHGWR WKH6(( LWPHDQV WKDW UHPRYLQJVWUXFWXUDO ULJLGLWLHV LQ
WKH PDFURHFRQRPLF SROLF\ PL[ LQFUHDVLQJ JOREDO LQWHJUDWLRQ LPSURYLQJ WKH
HFRQRP\¶VSURGXFWLYHSRWHQWLDODQGFRPSHWLWLYHQHVVHQKDQFLQJVNLOOVDQGODERU
SURGXFWLYLW\ DQG VWUHQJWKHQLQJ LQVWLWXWLRQV ZRXOG XOWLPDWHO\ FRQWULEXWH
SRVLWLYHO\WRLQFRPHJURZWKDQGFRQYHUJHQFH
%RRVWLQJLQFRPHVLQWKHPHGLXPWRORQJWHUPZLWKWKHDLPRIFRQYHUJLQJZLWK
(8 VWDQGDUGV ZLOO PHDQ QRW RQO\ PDLQWDLQLQJ WKH SDFH RI UHIRUPV²EXW DOVR
FRQYHUWLQJUHIRUPVEHQHILWVLQWRUREXVWDQGHTXLWDEOHHFRQRPLFJURZWK%RWKRI
WKHVHDUHSURYLQJFKDOOHQJLQJ7KHUHIRUPSDFHDSSHDUVWRKDYHVORZHGGXULQJ
WKH ILQDQFLDO FULVHV &RXQWULHV ZLOO QHHG WR WDNH DGYDQWDJH RI WKH HFRQRPLF
UHERXQGWRUHODXQFK WKHUHIRUPDQGFRQYHUJHQFHSURFHVVHV7KHUHLVHYLGHQFH
VXJJHVWLQJ WKDW LPSURYHPHQWV LQ WKH EXVLQHVV FOLPDWH VKRXOG EH EURDG UDWKHU
WKDQWDUJHWHGWRZDUGVSHFLILFVHFWRUVDVJURZWKDQGHPSOR\PHQWFUHDWLQJILUPV
WHQG WR EH \RXQJ DQG G\QDPLF EXW QRW FRQFHQWUDWHG LQ DQ\ SDUWLFXODU VHFWRU
,PSURYLQJ WUDGHOLQNVLQ WHUPVRI ORJLVWLFV LQVWLWXWLRQVDQGUHJXODWLRQVZLOOEH
LPSRUWDQWWRWDNHDGYDQWDJHRIWKH(8PDUNHW,QDGGLWLRQJRYHUQPHQWVQHHGWR
SURYLGH UHOLDEOH DQG VWUHDPOLQHGSURFHVVHV WKDW JXDUDQWHH(8VDIHW\ VWDQGDUGV
DUH PHW IRU H[SRUWLQJ ILUPV SDUWLFXODUO\ IRU DJULFXOWXUDO H[SRUWHUV
,PSURYHPHQWV LQ JRYHUQDQFH VWDQGDUGV²LQFOXGLQJ WKH UXOH RI ODZ²ZLOO EH
FORVHO\ OLQNHG WR WKH(8 LQWHJUDWLRQSURFHVV%XW UHIRUPV UHTXLUHGE\ WKH(8
ZLOO DOVRKHOS WRERRVW HFRQRPLFJURZWK LQ6((FRXQWULHV6XFK UHIRUPVDUH
HVVHQWLDOWRERRVWODERUGHPDQGUHGXFHXQHPSOR\PHQWDGGUHVVWKHFKDOOHQJHV
GULYHQE\GHPRJUDSKLFFKDQJHVDQGLPSURYHSURVSHULW\IRUDOOLQ6((LQWKLV





WKURXJK VHOOLQJ ODERU LQFUHDVLQJ HPSOR\PHQW RSSRUWXQLWLHV DQG HQVXULQJ WKDW








0RVW LQYHVWRUVZLOO EH IDPLOLDUZLWK WKH FRQFHSW RI FXUUHQF\ H[SRVXUHZLWK
FRQVWDQWO\ FKDQJLQJ H[FKDQJH UDWHV DIIHFWLQJ WKH FRVW RI LQYHVWLQJ LQ
LQWHUQDWLRQDO VWRFNV 7KHVH VDPH LVVXHV DOVR DIIHFW FRPSDQLHV WKDW RSHUDWH
LQWHUQDWLRQDOO\ 6R ZKDW HIIHFW GR FXUUHQF\ IOXFWXDWLRQV KDYH RQ FRPSDQ\
SURILWV DQG ZKDW DUH WKH\ GRLQJ WR LQVXODWH WKHPVHOYHV" ,Q WKLV SDSHU ZH
H[DPLQH WKLV TXHVWLRQ )LUPV FDQ FKRRVH WR PDQDJH WKHLU FXUUHQF\ H[SRVXUH
WKURXJKEXVLQHVVSUDFWLFHV+DYLQJDWUXO\LQWHUQDWLRQDOFRPSDQ\FDQKHOSZLWK
WKLV DV WKHRUHWLFDOO\ ORVVHV PDGH ZKHQ RQH FXUUHQF\ IDOOV ZLOO EH UHFRYHUHG
ZKHQ DQRWKHU ULVHV :KHUH FRQWUDFWV DUH FRQFHUQHG EXVLQHVV FDQ DOVR VHW XS
FODXVHV WKDW UHGXFH WKLVH[SRVXUH ,QPDQ\FDVHV WKLVFRPHV LQ WKH IRUPRIDQ
DJUHHPHQW WRSURWHFW WKHFOLHQW DQG WKHFRPSDQ\ VKRXOGH[FKDQJHPRYHPHQWV
H[FHHG WKH DJUHHGXSRQ OHYHO 6RPH EXVLQHVVHV DOVR DJUHH RQ VHWWLQJ DOO
FRQWUDFWV LQ WKHLU FRUH FXUUHQF\ SURWHFWLQJ WKHP IURP DQ\ H[SRVXUH DV WKH\
DOZD\VEHSDLGWKHVDPHUHODWLYHDPRXQW
'HDOLQJZLWKWKHFXUUHQF\H[SRVXUHLVDOODERXWPDQDJLQJULVNDVIOXFWXDWLRQV





,Q UHFHQW \HDUV LQYHVWPHQWV LQ LQWHUQDWLRQDO ILQDQFLDO VHFXULWLHV KDYH JURZQ
VLJQLILFDQWO\DPRQJLQGLYLGXDODQGLQVWLWXWLRQDOLQYHVWRUV%URDGHQLQJSRUWIROLRV
EH\RQG GRPHVWLF ERUGHUV PD\ KHOS LQYHVWRUV DFKLHYH JUHDWHU GLYHUVLILFDWLRQ
$OWKRXJK WKH UDSLGJURZWK LQ LQWHUQDWLRQDO LQYHVWPHQWV UHIOHFWV WKHEHQHILWVRI
ϰϵ

JHRJUDSKLF GLYHUVLILFDWLRQ FXUUHQF\ ULVN FDQ FRXQWHUDFW VRPH RI WKHVH
DGYDQWDJHV 6LQFH IRUHLJQ H[FKDQJH UDWHV FDQ KDYH D VLJQLILFDQW LPSDFW RQ
UHWXUQV LQYHVWRUV PD\ EH LQWHUHVWHG LQ KHGJLQJ WKLV ULVN ZKHUH SRVVLEOH DQG
DSSURSULDWH,QYHVWPHQWVLQRYHUVHDVLQVWUXPHQWVVXFKDVVWRFNVDQGERQGVFDQ
JHQHUDWH VXEVWDQWLDO UHWXUQV DQG SURYLGH D JUHDWHU GHJUHH RI SRUWIROLR
GLYHUVLILFDWLRQEXW WKH\ LQWURGXFHDQDGGHGULVN WKDWRIH[FKDQJHUDWHV6LQFH
IRUHLJQ H[FKDQJH UDWHV FDQ KDYH D VLJQLILFDQW LPSDFW RQ SRUWIROLR UHWXUQV
LQYHVWRUV VKRXOG FRQVLGHUKHGJLQJWKLV ULVN ZKHUH DSSURSULDWH :KLOH KHGJLQJ
LQVWUXPHQWV VXFK DVFXUUHQF\ IXWXUHVIRUZDUGVDQGRSWLRQVKDYH DOZD\V EHHQ
DYDLODEOH WKHLU UHODWLYH FRPSOH[LW\ KDV KLQGHUHG ZLGHVSUHDG DGRSWLRQ E\ WKH
DYHUDJHLQYHVWRU

+RZ GRHV WKH H[FKDQJH UDWH UHJLPH DIIHFW ILUPV¶ LQFHQWLYHV WR KHGJH WKHLU
H[SRVXUH WR FXUUHQF\ ULVN"7KLV TXHVWLRQKDVEHHQ DW WKH FHQWHU RI WKH GHEDWH
RYHU RSWLPDO H[FKDQJH UDWH UHJLPHV LQ HPHUJLQJ PDUNHWV VLQFH WKH ILQDQFLDO
FULVHVRI WKHVH[SRVHG WKHSHULOVRIXQKHGJHG IRUHLJQFXUUHQF\GHEW<HW
WKHUHLVQRFOHDUFRQVHQVXVDPRQJHFRQRPLVWVRQZKHWKHUWKHW\SHRUGHJUHHRI
IOH[LELOLW\RIWKHH[FKDQJHUDWHUHJLPHDIIHFWVWKHFRUSRUDWHVHFWRU¶VLQFHQWLYHV
WR WDNH RQ IRUHLJQ FXUUHQF\ GHQRPLQDWHG OLDELOLWLHV RU WR LQVXUH DJDLQVW
GHSUHFLDWLRQULVN
7ZREDVLFYLHZVH[LVW LQ WKLV UHVSHFW2Q WKHRQHKDQG VHYHUDODXWKRUVKDYH
DUJXHG WKDWSHJJHGH[FKDQJHUDWH UHJLPHVELDVHVFRUSRUDWHERUURZLQJ WRZDUGV
IRUHLJQ FXUUHQF\ GXH WR DQ LPSOLFLW H[FKDQJH UDWH JXDUDQWHH JLYHQ E\ WKH
JRYHUQPHQW0LVKNLQDQG*ROGVWHLQDQG7XUQHU8QGHUIL[HGRU
SHJJHG UHJLPHV WKH FHQWUDO EDQN NHHSV FXUUHQF\ YRODWLOLW\ ZLWKLQ D SUH
DQQRXQFHGUDQJHHIIHFWLYHO\XQGHUZULWLQJFXUUHQF\ULVN'RROH\7KXV
ILUPVERUURZ LQGROODUV WREHQHILW IURP WKH ORZHUH[DQWHGROODU LQWHUHVW UDWHV
DQGH[SHFWWKHJRYHUQPHQWWRLQVXUHWKHPIURPDQ\SRWHQWLDOORVVLQWKHHYHQWRI
DODUJHGHYDOXDWLRQ$VHFRQGYDULDQWRIWKLVDUJXPHQWVXJJHVWVWKDWEHFDXVHRI
OLPLWHG H[FKDQJH UDWH YRODWLOLW\ XQGHU IL[HGRU WLJKWO\PDQDJHG H[FKDQJH UDWH
UHJLPHV ERUURZHUV DSSHDU WR FRQVLGHU D VWHHS GHYDOXDWLRQ D ORZSUREDELOLW\
HYHQWDQGWKHUHIRUHQHJOHFWRUXQGHUHVWLPDWHWKHH[FKDQJHUDWHULVNDVVRFLDWHG
ZLWKERUURZLQJLQIRUHLJQFXUUHQF\7KHIDFW WKDWIL[HGSHJJHGH[FKDQJHUDWHV





2Q WKH RWKHU KDQG (LFKHQJUHHQ DQG +DXVPDQQ  DQG (LFKHQJUHHQ
+DXVPDQQDQG3DQL]]DGLVSXWHWKLVYLHZ7KHDXWKRUVVXJJHVWWKDWDWWKH
URRWRIFXUUHQF\PLVPDWFKHVOLHVWKHIXQGDPHQWDOLQDELOLW\RIHPHUJLQJPDUNHWV
WR ERUURZ DEURDG LQ WKHLU RZQ FXUUHQF\ ,QHYLWDEO\ WKLV OHDGV WR DQ
DFFXPXODWLRQ RI IRUHLJQFXUUHQF\ GHQRPLQDWHG GHEW ZKLFK ILUPV DUH VLPSO\
XQDEOH WR KHGJH HYHQ LI WKH\ KDYH WKH IRUHVLJKW RU SUXGHQFH WR PDWFK WKH
FXUUHQF\VWUXFWXUHRIWKHLUDVVHWVDQGOLDELOLWLHV,QDGGLWLRQ0F.LQQRQDQG3LOO
 DUJXH WKDW DGRSWLQJ D IORDWLQJ UDWH UHJLPH ZLOO DFWXDOO\ H[DFHUEDWH
FXUUHQF\ PLVPDWFKHV %HFDXVH WKH GRPHVWLF LQWHUHVW UDWH ULVN SUHPLXP LV D
GLUHFW IXQFWLRQ RI WKH VWDELOLW\ RI WKH FXUUHQF\ H[FKDQJH UDWH YRODWLOLW\
DVVRFLDWHGZLWKIORDWLQJUDWHVZLOOLQFUHDVHGRPHVWLFLQWHUHVWUDWHVDQGWKXVWKH













FRQYHQWLRQDO DQG WKHUHIRUH WKH XQGHYHORSHG FRPSRQHQWV RI UHVHUYHV KDYH IDU
PRUHJHRORJLFDOVSHFLILF ULVN DVVRFLDWHGZLWK WKHP WKDQ LQ D UHVRXUFHSOD\ ,Q
DGGLWLRQUHVHUYHVDUHRIWHQRIIVKRUHPHDQLQJDGGLWLRQDOGULOOLQJWRPDNHXSDQ\
SURGXFWLRQVKRUWIDOO LV ORJLVWLFDOO\ IDUPRUHH[SHQVLYHDQG WLPHFRQVWUDLQHG LQ
WHUPVRI UHVRXUFHV WRPRELOL]H ULJV7U\LQJ WRGULOO \RXUZD\RXWRI WURXEOH LV




*HQHUDOO\ WKH XVH RI VZDSV LQ XSVWUHDP SURMHFW ILQDQFH IRU FRQYHQWLRQDO
UHVHUYRLUV DJDLQVW QRQSURGXFLQJ UHVHUYHV LV LQDGYLVDEOH ,Q WKH FDVHV RI DQ
XQGHUSHUIRUPLQJUHVHUYRLURUHYHQDGHOD\HGVWDUWXSRISURGXFWLRQRXWRIWKH
PRQH\ VZDSV FDQ TXLFNO\ DPSOLI\ WKH ORVV LQ WKH HYHQW RI GHIDXOW 3XWV RU
GLIIHUHGYDULDWLRQVRIWKHPDUHJHQHUDOO\XVHGDYRLGLQJDQ\SRWHQWLDOFRQWLQJHQW
OLDELOLW\ DSDUW IURP WKH RSWLRQ SUHPLXP XQOHVV DQG XQWLO UHVHUYHV DUH
SURGXFLQJ7KHRQO\H[FHSWLRQWRWKLVLVSHUKDSVZKHUHDQDV\PPHWULFDOFROODU
VWUXFWXUHFDQEHXVHGWRRIIVHWWKHWLPHXQFHUWDLQW\RIILUVWRLORUJDV LQDQHZ
ILHOG GHYHORSPHQW IORRU QRZEXWZLWK D KLJK OHYHO FDOO VWULNH SHUKDSV D \HDU
DIWHUSUHGLFWHGILUVWRLORUJDVWRDOORZURRPIRUXQH[SHFWHGGHOD\V
7KLV VWUDWHJ\ ZKLOH SURYLGLQJ VRPH PLWLJDWLRQ WR VWDUWXS GHOD\V VWLOO GRHV


















LQ LPSOLHGYRODWLOLW\ FDQGRXEOHRSWLRQVSUHPLXPV ,W
V HVVHQWLDO WRKDYH VRPH
VRUW RI D WKLUG SDUW\ WKDW KDV DFFHVV WR LQWHUEDQN SULFLQJ ZKR FDQ KHOS WR
QHJRWLDWHWHUPVZLWKWKHEDQN7KHUH
VDQRWKHUUHDVRQWRFRQVLGHUKHGJLQJWRR
,WPD\ KHOS LQ EHDWLQJRXW WKH FRPSHWLWRUV:KHQ FRPSDQLHV DUH DEOH WR WDNH





PDQ\VPDOOEXVLQHVVHVDUH MXVWQRW WKDW IDPLOLDUZLWKSURWHFWLQJ WKHPVHOYHV LQ
WKLVZD\

:KLOH FXUUHQF\ PRYHPHQWV FDQ DIIHFW D SRUWIROLR VRPHWLPHV WKRVH
IOXFWXDWLRQV FDQ EH EHQHILFLDO WR LQYHVWRUV ,Q VXFK FDVHV FXUUHQF\ KHGJLQJ









GHSUHFLDWH UHODWLYH WR WKH &DQDGLDQ GROODU WKHQ FXUUHQF\ KHGJLQJ PD\ EH D
YLDEOHVROXWLRQWRPLWLJDWHORVVHV
7LPH+RUL]RQ,QWKHVKRUWUXQFXUUHQFLHVDUHPRUHSURQHWRGLYHUJLQJIURP
HTXLOLEULXPWKDQRYHU WKHORQJ WHUP*LYHQ WKHKLJKHUFXUUHQF\YRODWLOLW\RYHU
VKRUWHURUPHGLXPKRUL]RQVKHGJLQJPD\KHOSWRHOLPLQDWHQRLVHIURPFRQVWDQW
FKDQJHV +HGJLQJ FXUUHQF\ PD\ DOORZ LQYHVWRUV WR DWWDLQ WKHLU JRDOV LI WKH\
YDOXHVWDELOLW\DQGDUHVHHNLQJWRUHGXFHVKRUWWHUPGRZQVLGHULVN




GLPLQLVK UHWXUQV RYHU WLPH 7KH FRVWV DVVRFLDWHG ZLWK KHGJLQJ FXUUHQF\ PD\
LQFOXGHELGDVN VSUHDGV FDUU\LQJ FRVWV DQGPDUJLQ ,QYHVWRUV VKRXOG HYDOXDWH
ZKHWKHUWKHFRVWRIDKHGJHRXWZHLJKVWKHFXUUHQF\¶VSRWHQWLDOGRZQVLGHULVN
3RWHQWLDO &DVK )ORZ 0LVPDWFKHV +HGJH SRVLWLRQV PD\ SURGXFH FDVK IORZV
LQGHSHQGHQWRI WKH DVVHWVEHLQJKHGJHG:KLOH WKH FKDQJH LQYDOXHRIKHGJHG
DVVHWVDWWULEXWDEOHWRH[FKDQJHUDWHVVKRXOGDSSUR[LPDWHO\RIIVHWWKHFKDQJHLQ
WKHYDOXHRIWKHKHGJHLWVHOIWKHKHGJHSRVLWLRQPD\FUHDWHLQWHULPQHJDWLYHRU
SRVLWLYH FDVK IORZV DV FXUUHQF\ GHULYDWLYHV SRVLWLRQV DUH UROOHG IRUZDUG7KH
ϱϯ










OHYHO %XW LW GRHVQ¶W DOZD\VZRUN LQ WKHLU IDYRXU )RU LQVWDQFH0F'RQDOGV¶V
VDZVDOHVLQ(XURSHLQFUHDVHLQEXWWKH\HDUO\SURILWVZHUHDFWXDOO\GRZQ
DVD UHVXOWRIDZHDNHQLQJHXUR $QRWKHUH[DPSOHRI WKLVDWH%D\ZLWK&)2
%RE 6ZDQ DGPLWWLQJ WKDW FXUUHQF\ IOXFWXDWLRQV ZLOO KLW WKH ERWWRP OLQH E\
DURXQG WKHUU SRLQWV LQ  5DOSK /DXUHQ UHSRUWHG WKDW DOWKRXJK FXUUHQF\









DSSURDFK 6RPH LDWHEXVLQHVV ZLOO DOVR SXUFKDVH FXUUHQF\ LQ DGYDQFH LI WKH\
NQRZ WKDW WKH\ ZLOO EH  PDNLQJ ELJ SXUFKDVHV DQG DUH FRQFHUQHG DERXW
YRODWLOLW\
7KLUGRSWLRQ LV WRKHGJH DJDLQVW WKLV H[SRVXUHYLD GHULYDWLYHV$OWKRXJK WKLV
PD\EHWKHPRVWFRPSOLFDWHGRSWLRQLWFDQEHHIIHFWLYHLQOLPLWLQJH[SRVXUHWR
YRODWLOLW\ ,W FDQ DOVR JLYH D FOHDUHU SLFWXUH RI KRZ D FRPSDQ\¶V RYHUVHDV
RSHUDWLRQVDUHUHDOO\SHUIRUPLQJ
)LQDOO\ILUPVFDQFKRRVHWRPDQDJHWKHLUFXUUHQF\H[SRVXUHWKURXJKEXVLQHVV
SUDFWLFHV +DYLQJ D WUXO\ LQWHUQDWLRQDO FRPSDQ\ FDQ KHOS ZLWK WKLV DV
WKHRUHWLFDOO\ ORVVHV PDGH ZKHQ RQH FXUUHQF\ IDOOV ZLOO EH UHFRYHUHG ZKHQ




WRSURWHFW WKHFOLHQWDQG WKHFRPSDQ\VKRXOGH[FKDQJHPRYHPHQWVH[FHHG WKH
DJUHHGXSRQ OHYHO6RPHEXVLQHVVHVDOVRDJUHHRQVHWWLQJDOOFRQWUDFWV LQ WKHLU
FRUH FXUUHQF\ SURWHFWLQJ WKHP IURPDQ\ H[SRVXUH DV WKH\ DOZD\VEHSDLG WKH
VDPHUHODWLYHDPRXQW'HDOLQJZLWKWKHFXUUHQF\H[SRVXUHLVDOODERXWPDQDJLQJ





:KHQ LW FRPHV WR WKH XVH RI FRPPRGLW\ GHULYDWLYHV ZKDW FRQVWLWXWHV D
VHQVLEOH ULVN PDQDJHPHQW SURJUDP GHSHQGV RQ FRQWH[W 7KH QDWXUH RI




UHSUHVHQW D XVHIXO ZD\ RI XQGHUSLQQLQJ YDOXH PDLQWDLQLQJ OLTXLGLW\ DQG
PDQDJLQJFUHGLWULVN,QFRUUHFWO\XVHGWKH\FDQDPSOLI\ULVNVLJQLILFDQWO\






















'RQRUV OLNH2(&'KDYHPXFK WRFRQWULEXWH LQDZD\ WKDW WKH\FDQKHOSWR
H[SHGLWHWKHOHDUQLQJSURFHVVHVLQYROYHGE\VKDULQJJRRGSUDFWLFHV$OVR WKH\
FDQ WHFKQLFDOO\ DQG ILQDQFLDOO\ DVVLVW WUDQVLWLRQ DQG GHYHORSLQJ FRXQWULHV LQ
RYHUFRPLQJ EDUULHUVPRVW LPSRUWDQWO\ WKH\ FDQ HQVXUH WKDW LPSURYHGPDUNHW
DFFHVV FRPSOHPHQWV LPSURYHG FRPSHWLWLYHQHVV RI 60(V ,PSURYLQJ WKH




$QRWKHU LPSRUWDQW VWUDWHJ\ WR SURPRWH DQG VWUHQJWKHQ WKH FRQQHFWLRQ
EHWZHHQ)',DQG60(LVIDFLOLWDWLRQDYDLODELOLW\DQGDFFHVVWR ORDQDQGHTXLW\
ILQDQFH SDUWLFXODUO\PHGLXP WR ORQJWHUP RSSRUWXQLWLHV WR LPSURYH WUDGH DQG
LQYHVWPHQWFDSDFLW\RI60(V$FFHVVWRILQDQFHIRUGHYHORSPHQWSXUSRVHPD\
EH HQKDQFHG E\ HQVXULQJ WKDW FRQWUDFWV DUH HDVLO\ HQIRUFHDEOH LVVXHV RI
FROODWHUDO DQG VHFXULW\ DUH PDQDJHG FRPSHWLWLYHO\ ILQDQFLDO LQVWLWXWLRQV DUH
PDQDJHG SUXGHQWO\ DQG DUH WUXVWHG E\ GHSRVLWRUV OHJDO IUDPHZRUNV HQDEOH D
VXIILFLHQW QXPEHU DQG W\SH RI ILQDQFLDO LQVWUXPHQWV WR EH XVHG ILQDQFLDO
LQVWLWXWLRQV RWKHU WKDQ EDQNV DUH IXQFWLRQLQJ 60(V DUH HQFRXUDJHG WR NHHS
JRRG DFFRXQWLQJ UHFRUGV :LWKRXW DFFHVV WR PHGLXP DQG ORQJWHUP ILQDQFH




&UHDWLRQ RI HIIHFWLYH SROLFLHV WR VWUHQJWKHQ WKH FRQQHFWLRQ EHWZHHQ )', DQG
60( DQG LPSOHPHQWDWLRQ RI UHIRUPV ZLWK DLP WR LQFUHDVH WKH DWWUDFWLYHQHVV
GHSHQGV DOVR IURP PRWLYDWLRQ VNLOOV DQG H[SHUWLVH RI WKH HQWUHSUHQHXUV ,Q
GHYHORSLQJ DQG WUDQVLWLRQ FRXQWU\ WKLV XQGHUOLQHV WKH QHHG WR UHFRJQL]H WKH
LPSRUWDQFH RI LQZDUG LQYHVWLWLRQ WKDW RIIHUV SRWHQWLDO EXVLQHVV RSSRUWXQLWLHV
7KHVHRSSRUWXQLWLHVVKRXOGH[SLUH WKHVXSSOLHUV LQKRVWFRXQWU\(QWUHSUHQHXUV
VKRXOG UHFRJQL]H WKH QHHG DQG VKRZZLOOLQJQHVV WR XSJUDGH WKHLU NQRZOHGJH
VNLOOVEHFDXVH LI WKH\ZDQW WRVXFFHVV WKH\PXVWSURYLGHKLJK TXDOLW\SURGXFW
ϱϲ







WKDW 60(V SOD\ LQ GULYLQJ *'3 JURZWK DQG VXVWDLQLQJ HPSOR\PHQW 7KH
HYLGHQFHVXJJHVWVWKDW60(VDUHYLWDOO\LPSRUWDQWLQERWKKLJKLQFRPHDQGORZ
LQFRPH HFRQRPLHV ZRUOGZLGH 60(V ZHUH DGYHUVHO\ DIIHFWHG E\ WKH JOREDO
ILQDQFLDO FULVLV RI  6RPH KDYH FRQWLQXHG WR VWUXJJOHZLWK UHYHQXHV DQG
HPSOR\PHQW OHYHOV UHPDLQLQJ VXEGXHG LQ WKH IROORZLQJ \HDUV 2WKHUV KDYH
UHFRYHUHGUHODWLYHO\IDVWLQGLFDWLQJWKHUHVLOLHQFHRIWKH60(VHFWRU0DQ\KDYH






(YLGHQFH DOVR VKRZV WKDWZKHQ 60(V EHFRPH LQWHUQDWLRQDOLVHG SDUWLFXODUO\
ZKHQ WKH\ VWDUW H[SRUWLQJ WR IRUHLJQPDUNHWV WKHLU FRQWULEXWLRQ WR WKHLU KRPH
HFRQRP\LQFUHDVHV)RUWKLVWRKDSSHQVXEVWDQWLDOEDUULHUVQHHGWREHRYHUFRPH
60(V FDQ IDFH GLIILFXOWLHV LQ ILQDQFLQJ LQWHUQDWLRQDO DFWLYLW\ LGHQWLI\LQJ
RSSRUWXQLWLHVDQGPDNLQJDSSURSULDWHFRQWDFWVLQWKHLUWDUJHWPDUNHWV






$OWKRXJK FRPSHWLWLYHQHVV LV D ILUP OHYHO SKHQRPHQRQ PDFURHFRQRPLF DQG
PLFURHFRQRPLF HQYLURQPHQWV LQIOXHQFH PDUNHW VLJQDOV 7R HQKDQFH 60(
FRPSHWLWLYHQHVV WKHUHIRUH UHTXLUHV WKH FUHDWLRQ RI HQDEOLQJ OHJDO UHJXODWRU\






LQ UHODWLRQ WR ULYDOV LQ WKHPDUNHWV ILUPV FRPSHWH LQ ,QWHJUDWLRQ LQWR UHJLRQDO
DQGJOREDOWUDGHDQGLQYHVWPHQWQHWZRUNVZLOOUHTXLUHPXFKHIIRUWDOWKRXJKLW
LV QRW DQ LPSRVVLEOH SURSRVLWLRQ 3XEOLF DQG SULYDWH VHFWRUV LQ WUDQVLWLRQ DQG
GHYHORSLQJFRXQWULHVPXVWZRUNWRJHWKHUWRLPSURYHWKHIXQFWLRQLQJRIPDUNHWV
DW KRPH ZKLOH LQWHQVLI\LQJ HIIRUWV WR LQWHJUDWH LQWR WKH ZRUOG HFRQRP\
,PSURYLQJWKHLQYHVWPHQWFOLPDWHIRU60(VDQGVWUHQJWKHQLQJWKHLUFDSDFLWLHV
WRUHVSRQGWRWUDGHDQGLQYHVWPHQWRSSRUWXQLWLHVGRHVVWUHQJWKHQWKHHFRQRPLF
SHUIRUPDQFH RI 60(V DQG WKLV LQ WXUQ KDV D SRVLWLYH LPSDFW RQ JURZWK DQG
SRYHUW\UHGXFWLRQ




7KH WH[W DERYHDV WKH DQDO\VLV DOVRKLJKOLJKWV WKHQHHG IRU60(VL]HǦFODVVHV
DQG VHFWRUDO GLIIHUHQWLDWLRQ LQ WKH GHVLJQ DQG LPSOHPHQWDWLRQ RI QHZ SROLFLHV
DQG UHJXODWLRQV $OVR PLFURǦ60(V DQG VROR HQWUHSUHQHXUV VKRXOG EH WUHDWHG
GLIIHUHQWO\,WLVLPSRUWDQWWRWDNHLQWRDFFRXQWZKHQGHYHORSLQJ60(SROLFLHV
WKDW WKH PDMRULW\ RI 60(V RSHUDWH LQ VHFWRUV FKDUDFWHULVHG E\ ORZ H[SRUW
LQWHQVLW\ DQGRQO\ D UHODWLYHO\ VPDOO SURSRUWLRQRI60(VRSHUDWH LQ KLJKǦWHFK
PDQXIDFWXULQJRUNQRZOHGJHLQWHQVLYHVHUYLFHV6ULQLYDVDQDQG$UFKDQD
,Q RUGHU WR HQVXUH VXVWDLQDEOH 60( JURZWK DQG SHUIRUPDQFH WKH PDLQ
FKDOOHQJHV IDFLQJ 60(V VKRXOG EH DGGUHVVHG HIIHFWLYHO\ WKURXJK WKH
GHYHORSPHQW DQG LPSOHPHQWDWLRQRI QHZ DQG LQQRYDWLYHSROLF\ VROXWLRQV )RU





WKURXJK WKH LQFUHDVH LQ WKH QXPEHU RI ILQDQFLDO LQWHUPHGLDULHV DW WKH QDWLRQDO
OHYHO WKH UHGXFWLRQ RI WKH DGPLQLVWUDWLYH EXUGHQ DQG WKH LQFUHDVH LQ WKH




HQWLUH SURFHVV RI DFFHVVLQJ ILQDQFH YLD GHGLFDWHG RQHǦVWRSǦVKRSV ZKHUH
DSSURSULDWHVROXWLRQVDFFRUGLQJWRWKHLUVL]HVHFWRUDQGSXUSRVHHJIRU5	'
LQQRYDWLRQ H[SDQVLRQ PRGHUQLVDWLRQ RI PDQXIDFWXULQJ LPSOHPHQWDWLRQ RI
HQHUJ\ HIILFLHQF\ VROXWLRQV LQWHUQDWLRQDOLVDWLRQ GLJLWLVDWLRQ HWF DUH UHDGLO\
DYDLODEOHDQGSURYLGHG
:LWKUHJDUGVWRWKHRWKHUPDLQFKDOOHQJHVIDFLQJ60(VVXFKDVWKHGLIILFXOW\
LQ ILQGLQJ FXVWRPHUV GRLQJ EXVLQHVV DQG WKH KLJK FRVWV RI SURGXFWLRQ DQG
ODERXU WKLV FDQ EH VROYHG WKURXJK WKH FRPELQDWLRQ RI KRUL]RQWDO DQG YHUWLFDO
SROLF\IRUPXODWLRQV6ULQLYDVDQDQG$UFKDQD
,Q RUGHU WR IXUWKHU ERRVW WKH LQQRYDWLRQ FDSDFLW\ DQG FDSDELOLW\ RI 60(V
ZKLFK LQIOXHQFHV WKHLU H[SRUWSRWHQWLDO DQG FRPSHWLWLYHQHVVXVHUǦFHQWULFRSHQ
LQQRYDWLRQ DV ZHOO VHUYLFH LQQRYDWLRQ LQ FRPELQDWLRQ ZLWK WHFKQRORJLFDO
LQQRYDWLRQ FRQFHSWV VKRXOG EH VXSSRUWHG E\ DQ DSSURSULDWH SROLF\ DQG









UHJXODU DQG HIIHFWLYH FRQVXOWDWLRQV ZLWK 60(V DQG 60( UHSUHVHQWDWLYHV
0RUHRYHU60(WHVWVDQGUHJXODWRU\LPSDFWDVVHVVPHQWVVKRXOGDOVREHDSSOLHG





















 &,'$  ³([SDQGLQJ 2SSRUWXQLWLHV WKURXJK 3ULYDWH 6HFWRU
'HYHORSPHQW´-XO\
 'RROH\ 0LFKDHO  $ PRGHO RI FULVHV LQ HPHUJLQJ PDUNHWV
(FRQRPLF-RXUQDO±
 'XQQLQJ 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 ³0XOWLQDWLRQDO (QWHUSULVH DQG WKH *OREDO (FRQRP\´
:DVKLQJWRQ'&
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7KH8QLYHUVLW\RI&KLFDJR3UHVV
 *OREH´ :RUOG %DQN 3ROLF\ 5HVHDUFK :RUNLQJ 3DSHU  $XJXVW
:DVKLQJWRQ'&
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&RQWUROOLQJ&XUUHQF\0LVPDWFKHV,Q
(PHUJLQJ 0DUNHWV ,QVWLWXWH IRU ,QWHUQDWLRQDO (FRQRPLFV :DVKLQJWRQ $SULO

 +XGVRQ 0 6PDUW $ DQG %RXUQH 0 7KHRU\ DQG SUDFWLFH LQ 60(
SHUIRUPDQFH PHDVXUHPHQW V\VWHPV ,QWHUQDWLRQDO -RXUQDO RI 2SHUDWLRQV DQG
3URGXFWLRQ0DQDJHPHQW9RO1RSS
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 ,QWHUQDWLRQDO 0RQHWDU\ )XQG 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 D 5HJLRQDO (FRQRPLF ,VVXHV
:DVKLQJWRQ$SULO





 .RODNRYLF0  ³$FFHVV WR ILQDQFHRI&URDWLDQ60(V´81,'2
9LHQQD1RYHPEHU
 /DOO 6&RPSHWLWLYHQHVV 7HFQRORJ\ DQG 6NLOOV &KHOWHQKDP
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(GZDUG(OJDU
 0F.LQQRQ 5	 3LOO +  ([FKDQJHUDWH UHJLPHV IRU HPHUJLQJ
PDUNHWV 0RUDO KD]DUG DQG LQWHUQDWLRQDO RYHUERUURZLQJ 2[IRUG 5HYLHZ RI
(FRQRPLF3ROLF\±
 0HWFDOI -6 5DPORJDQ5 DQG8\DUUD (  (FRQRPLF GHYHORSPHQW
DQG WKH FRPSHWLWLYH SURFHVV 3DSHU GHOLYHUHG DW WKH&RQIHUHQFLD ,QWHUQDFLRQDO
6REUH6LVWHPDVGH,QRYDoDRH(VWUDWHJLDVGH'HVHQYROYLPHQWRSDUDR7HUFHLUR
0LOHQLR1RYHPEHU
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 81&7$'  ³%HVW 3UDFWLFHV LQ )LQDQFLDO ,QQRYDWLRQV IRU 60(V´
EDFNJURXQG SDSHU SUHVHQWHG DW WKH ,QWHUJRYHUQPHQWDO ([SHUW 0HHWLQJ RQ
,PSURYLQJ WKH&RPSHWLWLYHQHVVRI60(V LQ'HYHORSLQJ&RXQWULHV WKH5ROHRI
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 :RUOG %DQN E *ROGHQ *URZWK 5HVWRULQJ WKH OXVWUH RI WKH
(XURSHDQHFRQRPLFPRGHO:RUOG%DQN:DVKLQJWRQ'&
 :\PHQJD 3 6SDQLNRYD 9 %DUNHU $ .RQLQJV - DQG &DQWRQ (
(8 60(V LQ  $W WKH &URVVURDGV $QQXDO 5HSRUW RQ 6PDOO DQG
0HGLXPVL]HG (QWHUSULVHV LQ WKH (8  5HSRUW IRU WKH (XURSHDQ
&RPPLVVLRQ
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